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IS A MAJOR FACTOR 
IN THE STEEL INDUSTRY 


Under normal business conditions the Railroads of the 
Country are one of the largest buyers of steel products of 
every description, consuming many thousands of tons an- 
nually. » » With the present trend on the part of the rail- 
roads to render improved service involving stream-line 
trains, air-conditioning, higher speeds for both passenger 
and freight, together with increased capacity and lighter 
weight equipment, their consumption of both raw materials 
and manufactured goods, as soon as they are in position 
to buy, will put many thousands of men back to work. » » 
Over a period of many years Republic Metallurgists have 
developed special irons and steels for both locomotive and 
car service among which are Toncan Iron Boiler Tubes, 
Toncan Pipe, Toncan Firebox Sheets, Agathon Engine Bolt 
Steels, Agathon and Climax Staybolts, Agathon Nickel Forg- 
ing Steel, Enduro Stainless Steel and R-D-S (Republic Double 
Strength Steel). » » Republic Steel Corporation regards the 
railroad market as one of its major outlets. » » Restoration 
of normal railroad buying will directly and indirectly sub- 
stantially increase employment in all of our various plants. 
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What this Issue of the 
Railway Age Shows 


This issue of the Railway Age is probably the most 
extraordinary and important edition that ever was de- 
voted by any paper solely to one vital phase of a single 
economic problem. 

The durable goods industries are the key indus- 
tries in the present economic situation in the 
United States. There can be no economic recovery, 
no restoration of general prosperity, no complete re- 
employment of labor, no adequate increase in the 
national income or in the income of most classes of the 
people, until business and employment in the durable 
goods industries are revived. The railway industry 
is the largest customer of the durable goods indus- 
tries. They cannot be revived without a very 
large and lasting increase in buying from them. 

Therefore, all the editorial contents and most of the 
advertising in this large issue of the Railway Age are 
devoted to showing (1) how and to what extent the 
great reduction of railway buying of equipment and 
supplies during the depression has reduced business 
and employment in the durable goods industries; and 
(2) how and to what extent increased buying by the 
railroads can be caused and used to help revive business 
and employment in the durable goods industries, and 
thereby to restore prosperity. 

Never before in both the editorial and advertising 
pages of a single paper have there been presented so 
comprehensively the interesting and vital facts regard- 
ing the magnitude and distribution of the buying done 
by a great industry ; of the effects produced upon other 
industries and their employees in widespread territories 
and communities by the reductions and increases in its 
buying; and the ways to restore its buying power as a 
means of helping the economic recovery of the nation. 


The “Durable Goods” Industries Problem 


Copies of the issue are being sent to President Roose- 
velt and his cabinet and advisers; to all members of 
Congress, members of state legislatures, and daily news- 
Papers; to thousands of financiers and other business 
leaders, economists and publicists—in short, to the polit- 
al, business and economic brains and leadership of 
the United States. 

Can its contents fail to convince them regarding the 
necessity and right ways of solving the nation’s trans- 





portation problem as an essential means of promoting 
recovery? 

The articles in this issue demonstrate certain facts of 
vital importance. 

(1) This depression—like most others for a 
century—is characterized principally by a great 
decline of production, and consequently of em- 
ployment, in the “durable goods” industries. The 
present total unemployed in the United States is esti- 
mated at 10,500,000. Of these, 90 per cent are in the 
“durable goods” and “service” industries ; about 4,500,- 
000 in the “durable goods,” and about an equal num- 
ber in the “service” industries. The “service” indus- 
tries are principally dependent for their business upon 
the durable goods industries. Therefore, revive busi- 
ness and employment in the durable goods indus- 
tries and you will revive business and employinent 
in the service industries. Revive business and em- 
ployment in both, and you will cause an increase in the 
demand for consumers’ goods which will restore em- 
ployment in the production and merchandising of such 
goods. Economic recovery will then be complete. 


Railways as Customers of “Durable Goods” Industries 


(2) The railroad industry’s purchases from all 
manufacturers declined from $1,442,434,000 in 1929 
to an annual average of only $320,250,000 in 1932 
and 1933. Its purchases from manufacturers of dur- 
able goods alone declined from $1,236,434,000 to only 
$231,750,000. This was one of the principal causes of 
the profound depression and unprecedented unemploy- 
ment in 1932 and 1933. Because of an increase in the 
net operating income of the railways and government 
loans made to them, their purchases from all manu- 
facturers have increased in 1934 to about $625,000,000 
and their purchases from durable goods manufacturers 
alone to about $530,000,000. This was one of the 
principal causes of the improvement in general busi- 
ness in the first half of 1933. But recently railway 
buying has been again declining. This is one of the 
principal reasons why general business during the sec- 
ond half of 1934 has been relatively worse than dur- 
ing the first half. 

(3) Railway buying recently has been declining be- 
cause, owing to decline of traffic and advances in wages 
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and prices, the net operating income of the railways has 
been declining. In August, September and October, 
1932, it was $141,855,000; in 1933, $179,179,000; in 
1934, $113,698,000. Their purchases from manufac- 
turers have been for a long period of years de- 
termined by, and about equal in amount to, their 
net operating income, which is what they earn in 
excess of operating expenses and taxes. In the 
five years ending with 1929 purchases from manufac- 
turers were 8 per cent greater and in the four years 
ending with 1933, 4 per cent greater than net operating 
income. Average annual net operating income in the 
four depression years, 1930-1933, inclusive, was, how- 
ever, 52 per cent less than in the five preceding years. 
In consequence, annual purchases from manufacturers 
were 55 per cent less. 


Wide Distribution of Railway Buying 


(4) In 1933 total railway buying was only one-third 
that of 1929. But even in that bad year only 19 rail- 
roads operating 65,000 miles of line, which have fur- 
nished the Railway Age detailed information published 
elsewhere in this issue, made purchases from 3,950 
companies located in 750 different cities and towns in 
every state in the union. No other industry’s cur- 
tailment of its buying reduces business and causes 
unemployment in so many territories and com- 
munities. Consequently, the problem of making 
possible an increase in its buying is one with 
which public men, business men and the people in 
every state, congressional district, city and town 
should concern themselves. 

(5) Railway buying can be increased (a) by gov- 
ernment loans; (b) by an increase in net operating in- 
come. The railways in 1934 are spending $200,000,C00 
loaned them by the government especially to enable 
them to increase their buying. The beneficial effects 
produced are shown in detail elsewhere in this issue. At 
least another $200,000,000 of loans to railways for the 
same purpose should be provided by Congress. 


Railway Buying Depends on Net Operating Income 


But what is needed to cause a large and lasting 
increase in railway buying is a large and lasting 
increase in railway net operating income, 

The means, and the reasons why they are the only 
means, by which the required increase in net operating 
income can be accomplished are set forth in articles in 
this issue. The principal thing needed is a revival of 
general business and consequent increase of railway 
traffic. What is principally necessary to revive gen- 
eral business has been briefly indicated in what has 
been said above about revival of the durable goods 
industries. They have other large customers besides 
the railways. Most buying from them is done directly 
with the profits of the industries doing the buying, or 
with capital raised by selling securities based on actual 
and prospective profits. 

For eighteen months government, industry and labor 
have been trying to speed up general business by step- 
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ping on the gas and the brakes at the same time. The 
brakes have proved too strong. Hence business, after 
speeding up for awhile, has slowed down, and recently 
has been running no faster than a year, or even two 
years, ago. 

Attempts to speed it up have included actual or 
threatened inflation, vast expenditures for public works 
and relief, large payments to farmers to reduce produc- 
tion, and the lending of government credit to debtors 
and private business. They have also included advances 
in hourly wages, costs and prices. These have put on 
the brakes by reducing the demand for industrial prod- 
ucts and curtailing profits, thus arresting revival of busi- 
ness and employment in the durable goods industries. 


Net Operating Income and Unfair Competition 

In this issue of the Railway Age, however, we are 
dealing with the means of using the railways to help 
promote economic recovery. They have special prob- 


lems different from those of any other industry because. 


of unprecedented changes that have occurred within 
the last seven years in the comparative trends of pro- 
duction and of railway traffic. These make it especially 
difficult for them to contribute toward recovery. 

Formerly the increase of production and commerce 
and the increase of railway freight, earnings, em- 
ployment and buying, virtually kept pace with each 
other. As recently as in 1927 total production of com- 
modities and railroad freight business were both 6 per 
cent larger than they averaged in the four years 1923- 
1926. During the next two years production increased 
12 per cent and railway freight business only 5 per cent. 
In the four depression years ending with 1933 produc- 
tion declined 36 per cent and railway freight business 
44 per cent. In May, 1934, production was 16 per cent 
less than seven years before and railway freight busi- 
ness 36 per cent less. If railway freight business had 
declined only as much relatively as the production of 
commodities the railways would have had at least $1,- 
000,000,000 annually larger gross earnings during the 
depression than they have had. They would have given 
more employment. They would have bought more 
from the durable goods and coal mining industries and 
afforded more employment in those industries. 

The reasons why railway freight business first 
increased less, and then declined more, than pro- 
duction during the last seven years, is unquestion- 
able. A rapidly increasing part of their traffic be- 
gan just about seven years ago to be taken by car- 
riers by air, waterway and highway. Even if this 
competition had been fair and economically sound 1ts 
undermining of the earning, employing and buying 
power of one of our largest industries would have been 
temporarily harmful, because, as President Roosevelt 
said in a speech two years ago, it “unbalanced the sys- 
tem of things.” But this competition has not been fair 
or economically sound. 


hy Present Competition is Unsound 


It has been unfair and economically unsound becaust 
. ° 9 F. M ers 
it has been subsidized by state and federal taxpaye? 
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through the provision of waterways for the use of which 
no tolls have been charged, and of highways for whose 
use by buses and trucks entirely inadequate rentals 
have been charged. We say “rentals,” not “taxes.” A 
tax is a levy upon property or income for the ordinary 
purposes of government—police and fire protection, 
schools, sanitation and the like. Buses and trucks use 
public property to carry on commercial business for pri- 
vate profit, and are not actually taxed at all unless re- 
quired to pay to the public rentals exceeding the cost 
incurred by the public in providing and maintaining 
highways for them. 

No industry can be expected to withstand the com- 
petition of other industries a large part of whose serv- 
ice costs is paid from the public treasury. There can 
be no fair or sound solution of the transportation 
problem which does not abolish subsidies. 

The competition of other carriers is unfair and eco- 
nomically unsound also because comparable regulation 
is not applied to them. The notorious lack of such 
federal and state regulation of their rates, service and 
financing as is applied to the railways enables them to 
follow policies and practices to get business which 
the railways are prohibited by law, under heavy pen- 
alties, from using to protect themselves. Either federal 
and state regulation of other carriers should be increased 
or regulation of railways should be reduced or abolished. 

Finally, the competition of other carriers is unfair 
and economically unsound because, as shown in detail 
elsewhere in this issue, their working conditions and 
wages are much less favorable to their employees, and 
therefore much less expensive to the other carriers, 
than the working conditions and wages in effect on 


the railways. 
Imperative wood of Transportation 


Legislation to Aid Recovery 

Excepting an increase in their traffic due to improve- 
ment in general business, the means most needed to 
increase the earning and buying capacity of the 
railways is legislation by both Congress and the 
State legislatures which will establish fair and 
equal terms of competition in transportation. The 
influence of government should also be used to equalize 
working conditions and wages in transportation either 
by increasing the labor costs of other carriers or re- 
ducing the labor costs of the railways. 

Equalization of the terms of competition will enable 
the railways to regain much traffic that they have lost 
and to increase their net operating income and their 
buying from other industries. It is also vitally needed 
to enable them to reduce rather than increase their 
fates. They are at present seekitig an advance of 
$170,000,000 annually in freight rates. The necessity 
for this is entirely due to losses of traffic caused 
by unfair federal and_ state policies which have 
enabled other carriers to operate largely on 
subsidies paid by the taxpayers and almost without 
regulation. In order to make low rates, pay high 
Wages and earn sufficient net operating income to buy 
normally from other industries, it is essential that the 
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railways have a large volume of traffic. Largely owing 
to government-aided diversion of traffic to other car- 
riers the volume of their freight traffic has declined 
more than 40 per cent and their passenger traffic much 
more. Restore to them, by the adoption of fair federal 
and state policies, all of the traffic they have lost that 
they are economically best fitted to handle, and, with 
rates even lower than those now charged by them, their 
financial difficulties will soon be ended and their buying 
of durable goods very largely increased. 


President Roosevelt on Railroad Problem 


What will the railways buy? The answer is given 
in detail throughout the editorial and advertising pages 
of this issue of the Railway Age. They will make vast 
expenditures for equipment and materials to restore 
their properties to good physical condition. They will 
make large additional expenditures for new and im- 
proved equipment and facilities to enable them to reduce 
their operating expenses and better meet the outside 
competition to which they will continue to be subject. 
The increase in their purchases will contribute power- 
fully toward restoring general prosperity and general 
employment. 

“The problem of the railroads,” said President 
Roosevelt, in his speech at Salt Lake City on Sep- 
tember 17, 1932, “is the problem of each and every 
one of us, No single economic activity enters into 
the life of every individual as much as do these 
great carriers. ... Itsowners ... are the people 
throughout the country who have a savings bank 
account or an insurance policy, or, in some mea- 
sure, an ordinary checking account. ... Next the 
people who work in the railway systems, either 
directly on the lines or in the industries that fur- 
nish railway supplies. ... Most numerous of all 
are the people who ride or ship goods over the 
steel highways. ... The railroad mesh is the 
warp on which our economic web is largely fash- 
ioned. ... It is our service of supply. 

The system must become, as it should be, secure, 
serviceable, national.” 

As President Roosevelt implied, “service” should 
be much more broadly interpreted than satisfactorily 
and safely carrying passengers and freight. The rail- 
ways serve when their securities afford sound invest- 
ment. They serve when they give employment with 
good wages and working conditions. They serve when 
they directly give employment by buying equipment, 
materials and fuel. They cannot serve adequately when 
they cannot do all these things adequately. The rail- 
road problem is that of enabling them to do adequately 
all the things they can to serve the American people. 


No Recovery Without Railroad Recovery 


They have carried passengers and freight well and 
safely before and during the depression. 
been unable during the depression otherwise to serve 
adequately because of lack of sufficient traffic and 
earnings. The value of their securities has greatly 
declined and many have become worthless, causing 


They have 
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serious losses and threatening the nation’s entire finan- 
cial structure. Three-quarters of a million of their 
employees have been thrown out of work, spreading 
havoc among communities throughout the country largely 
dependent upon their purchasing power. Railway buy- 
ing from manufacturers has been reduced $1,000,000,- 
000 annually, causing a large part of the unemploy- 
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ment in the durable goods industries in which unem- 
ployment has been and still is the worst. Railway 
buying of coal has been proportionately reduced, 
causing much of the unemployment in the coal mines. 

There can be no recovery from the depression 
without constructive action to revive the earning, 
employing and buying capacity of the railroads. 


* 





THE WHITE HOUSE 
WASHINGTON 


My dear Mr. Dunn: 


Railway Age. 


study and consideration. 


Sammel ©. Dunn, Esq., 


30 Church Street, 
New York, N. Y. 





Permit me to thank you for sending me 
a copy of the October twenty-eighth issue of the 


I congratulate you on your achievement 
in going so thoroughly into the needs of the rail- 
roads for expenditures on so-called capital goods. 
The articles in this issue are worthy of careful 


The Government stands ready under the 
provisions of the National Industrial Recovery Act 
to loan money to the railroads on liberal terms 
for railroad maintenance and equipment which will 
improve transportation facilities, to the extent 
that such loans can be reasonably secured. 


rao ben one” 


Simmons-Boardman Publishing Company, 


November 15, 1933. 
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Very sincerely yours, 
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President Roosevelt’s Understanding of the Importance of the Durable Goods Industries and the Relationship 
Railway Buying to Them Is Shown in This Letter Which He Wrote Last Year Commenting Upon a Special Issue ° 
Railway Age Dealing With Railway Capital and Maintenance Expenditures 
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The Plan of This Issue— 


National Recovery, the Durable Goods Industries and the 


Railroads . . . . . . . . . « Begins on Page 668 


A series of four articles, the first one of them by Federal Co-ordinator 
Joseph B. Eastman, showing the relationship of the durable goods in- 
dustries to the present unemployment situation, and the effect of depleted 
railway buying on these industries. The kinds and quantities of the things 
the railways buy are enumerated—and communities and states in which 
the railways do their buying are shown. 


Railway Purchases Rise or Fall with Railway Earnings . . . 


What the Railroads Want to Buy 


Other 






Begins on Page 688 


This series has as its first article an exposition of the inevitable connection 
between the volume of railway purchases and railway net earnings. With 
this relationship established, other articles proceed to examine the main 
prospects for expansion of railway earnings as the only source from which 
increased purchases—and consequent revival of the durable goods indus- 
tries—can come. The opportunities for improved earnings which are ex- 
amined are: Regulation of and an end to the subsidies to the railways’ 
competitors; the proposed. increase in freight rates; improvement in serv- 
ice to aid the railways in competing for traffic; and the possibilities for 
further operating economies. The final article in the series deals with 
credit, and particularly government credit, as a factor in increased buying 
by the railroads. 


This group of articles analyses the needs of the railways for materials, 
equipment and supplies, mentioning specifically the articles and facilities 
for which they will, in all probability, spend their money—if and when they 
get it to spend. 


Factors Bearing on the Nation’s Transportation 
Problem and Its Solution 


Articles in this series outline the fundamentals of the socially important 
transportation labor situation—how cheap labor on the highways and water- 
ways are taking the places of well-paid railway labor; the question of grade 
crossing elimination and its bearing on unemployment relief; the organization 
of the new Association of American Railroads and the promise it holds for 
a more smoothly functioning transportation machine; and the point of view 
of the short-line railroads, showing their importance in our national trans- 
portation system. 
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Begins on Page 716 


. Begins on Page 734 
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Joseph B. Eastman 


I understand that this special issue of the Railway 
Age is devoted to showing how the railroads can be 
used to promote recovery by contributing to a revival 
of the durable goods industries. The subject is one 
of vital importance to the country, and it deserves the 
prominence which Railway Age is thus giving to it. 

The present low earnings of the railroads are, of 
course, due to loss of traffic. The railroads have noth- 
ing to sell except service to others, and consequently 
they reflect general economic conditions very closely. 
That is the main reason why they have lost traffic, but 
it is by no means the only reason. A very important 
factor has been the recent extraordinary growth of 
conpetitive forms of transportation. The readers of 
the Railway Age understand that situation without my 
expounding it to them. 

The railroads also constitute one of the largest in- 
dustries of the country, and are normally among its 
largest consumers, particularly of durable goods. They 
suffer when general business suffers, but this state- 
ment is equally true if reversed. Normal expenditures 
by the railroads would go far to break the back of the 
depression. 

The rapidly developing competition, has brought with 
it important improvements in the art of transportation 
and in transportation engineering. The inroads which 


Railroads and the 
Durable Goods 


Industries 


Normal spending by railroads would go 
far to break the back of the 


depression 


By Joseph B. Eastman 


Federal Co-ordinator of Transportation 


the competing forms of transportation are today mak- 
ing in railroad traffic can be ascribed in part to lower 
charges, but in even larger measure to such qualities 
as greater frequency, convenience, and adaptability of 
service and reduction in time of over-all transit. The 
newer services are being used because they have met 
public demands which the railroads did not meet. 
Clearly the conditions under which the railroads must 
furnish and charge for service have changed very 
radically. 


The Co-ordinator’s Survey 


Because of this radical change in conditions, it seemed 
to me that the time was ripe for a comprehensive sur- 
vey of railroad operation, equipment, service, and con- 
trolling rate policies. I have endeavored to organize 
and conduct such a survey, with the aid of the rail- 
roads and with the help, also, of the other transporta- 
tion agencies, shippers, travelers, and those who manu- 
facture for the railroads. The thought behind this 
survey is that if the railroads are to gain ground, or 
even to hold their own, they must get their costs down 
to the rock bottom consistent with good service and 
fair labor conditions, and that they must also prepare 
themselves to furnish the public with the character of 
service which modern competitive conditions make 
necessary. 

Among other things, we have shown, or expect to 
show, that it is possible to reduce costs of operation 
and at the same time improve service and add to 
traffic, by utilizing motor trucks and buses in various 
situations to supplement, or as a substitute for, rail 
operation. We expect also to show that it will be pos- 
sible to reduce costs and improve service still further 
by the utilization of new types of equipment which are 
now available or in process of development. These 
include air-conditioned, light-weight passenger cars; 
diesel-electric engines; gas or diesel motors with other 
means of transmission and applied to smaller units; 
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other types of improved motive power—steam, gas, and 
electric; light-weight freight cars of new design; and 
interchangeable containers, sectional car bodies, or de- 
mountable truck bodies which can be transported by 
rail on flat cars and given store-door service at origin 
or destination by motor trucks. 


Railroads Not Obsolescent 


The survey will not show that the railroads are an 
obsolescent form of transportation. It will indicate that 
the same thing has happened to them as has happened 
to many other industries with the progress of science 
and invention. There has been a comparatively sudden 
change in conditions which has outmoded many of their 
ways of doing business and accelerated obsolescence in 
their equipment and other property. They must be ad- 
justed to the new conditions. One of the ways of do- 
ing this will be to join hands to a degree with their 
competitors and utilize their facilities. Another will be 
to modernize their rail equipment. Only by such means 
can the railroads keep step with transportation develop- 
ment, do their share in the creation of new traffic, and 
secure the share of business and revenue which is 
justified by their potential ability to serve. 

The keen competition with other transportation 
agencies which has developed has had its usual result. 
Invention has been greatly stimulated in the railroad 
field. More progress has been made in the past few 
years in the improvement of railroad passenger service 
than was made in many years theretofore. I am per- 
suaded that the country is on the verge of notable im- 
provements in both passenger and freight service. In 
our survey we are doing all that we can to help the rail- 
roads in the discovery and development of the best new 
type of equipment. 
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It is also the fact that the railroads are in need of 
much new property of normal and well-established 
types. For example, they need new rail and new ties 
and new ballast in large quantities, and there is much 
track which could be relocated and reconstructed to 
advantage. There are many locomotives which could 
be replaced with equal profit. Deferred maintenance 
has been and is accumulating rapidly. 


Large Opportunities for Expenditures 


It is clear, therefore, that the railroads furnish an un- 
usual opportunity for the useful expenditure of large 
sums of money, and that such expenditures would be 
of great benefit to the durable goods industries and to 
the entire country. I do not mean, of course, that ex- 
penditures should be made on the railroads merely for 
the purpose of helping other industries. No expen- 
ditures should be made which cannot justify them- 
selves, ultimately at least, in dollars and cents results 
to the railroads, nor would it be wise to plunge into a 
great program for the purchase of new types of equip- 
ment until they have passed through the stage of ex- 
periment. But even within these limits there are, or 
soon will be, large opportunities. Moreover, there are 
large and immediate opportunities for the use of public 
funds in the elimination of grade crossings which I 
hope will be utilized, for such a use of public money can 
be justified on many grounds. — 

The problem, of course, is to make the necessary 
funds available for the railroad expenditures. It is a 
very difficult problem, but I do not believe that it is 
insoluble. In any legislative program for transporta- 
tion improvement at the next session of Congress, it 
must and will be kept in the forefront as one of the 
main objectives. 


* 








The Union Pacific’s “Los Angeles Limited” Arriving at Salt Lake City, Utah 
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DURABLE GOODS INDUSTRIEY; 


HIS is the worst of all depressions. But there have 
T been long and severe depressions before, and their 
histories have been strikingly similar. Their para- 
mount symptom always is a great decline of industrial 
production, especially production of durable things— 
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UNEMPLOYED UNEMPLOYED UNEMPLOYED 


When the First One Goes to Work the Other Two 
Inevitably Follow 


houses and other buildings, railroad equipment, power 
plants, productive machinery and the lumber, ore and 
other raw materials used in such things. The only way 
to end a depression is fully to revive production espe- 
cially of “durable goods.” 


Quack Nostrums Are Always Tried First 


Strangely enough, this never has been the first thing 
attempted by politicians, business men or labor leaders. 
Invariably the remedies first favored have been govern- 
ment, business or labor policies intended, for the advan- 
tage of particular classes, to change the division of the 
greatly reduced’ wealth and income. 

Never in any country during any depression have so 
many policies of this kind been tried, some favored by 
business, some by agriculture, some by labor, as in the 
United States within the last sixteen months. This is 
why the recovery that began two years ago has slackened 
and almost stopped. 

There is but one way out. All classes must unite to 
increase the total national wealth and income by in- 
creasing industrial production. Production and the com- 
merce incidental to it are the only means of providing 
useful employment—the only real sources of income— 
the only sources of necessities, comforts and luxuries for 
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all. No policies of government, business or labor having 
any purpose excepting increased production and com- 
merce will promote recovery or help a vast majority of 
the people, especially the unemployed. 

At least three fundamental mistakes have been made 
by industry and government in their efforts during the 
last year and a half to promote recovery. Industry 
entered NRA to reduce competition and raise prices. 
This was justifiable in some cases, especially for certain 
industries producing raw materials such as coal. Asa 
general policy it has tended to curtail production by 
curtailing the demand for industrial products. 


Employment and Higher Prices Are the 
Cart, Not the Horse, in Recovery 


The government made the mistake of setting increased 
employment of labor and increased labor purchasing 
power instead of increased production as the paramount 
objective. To increase employment and labor purchas- 
ing power it backed demands of organized labor for 
general reductions of hours of work and advances in 
hourly wages. The labor cost of production at any given 
time is determined mainly by the hourly wage. Advances 
in hourly wages and consequent increases in costs of 








How 
How Em- Unem- 
ployment Was ployment 
Divided Falls 
in 1929 in 1934 
Consumers Goods 
Industries 
(Agriculture, Domestic 
Fuel, Manufacture of 
Food Articles, Cloth- 
ing, etc.) 16,000,000 1,316,000 
Durable Goods 
Industries 
(Construction, Iron and 
Steel, Lumber, Machin- 
ery, Building Mate- 
rials, etc.) 10,000,000 4,517,000 
Service Occupations 
(Transportation, Trade, 
Professions, etc.) 23,100,000 4,959,000 
Total 49,000,000 10,792,000 


——— 





production tended to justify the increases in prices that 
industry wanted to make, anyway. Thus, government, 
industry and labor joined in making increases 1n pro 
duction costs and prices which tended inevitably to 1 
duce demand and thereby to reduce production. 
What industry needed was an increased volume of 
business resulting in reduced unit costs and increasé 
profits. Directly or indirectly all buying from the dur- 
able goods industries is done with the profits of other 
industries. Consequently, enlarged profits would have 
increased buying from and employment in the durable 
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The united and mistaken efforts of government, busi- it possible both to increase the volume of production 
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ther have prevented the increase of production and the con- revival of the durable goods industries is postponed the 
have sequent increased profits for business and increased em- longer will stagnation instead of progress prevail in all 
able Ployment for labor that otherwise would have occurred. business and industry. 

Another fact of great importance is that these policies The durable goods industries, as the name indicates, 
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Codes and Shorter Hours Cannot Increase Employment 
Where Factories Are Closed for Lack of Orders 


are those industries which produce commodities which 
are consumed slowly. Food products and manufac- 
tures of all kinds (except machines used to manufac- 
ture other articles) quickly reach the ultimate con- 
sumer. Buildings or steel made into rails or machine 
tools, however, are used for a long time before their 
usefulness is destroyed. 


We Continue to Eat During Depression 
But We Postpone Painting the House 


In times of economic distress people curtail their 
direct consumption of commodities proportionately very 
little. Most of them continue to eat three square meals 
a day, even if they are on the relief rolls, and they con- 
tinue to wear out shoe leather and clothing almost as 
rapidly as they do in good times. The satisfaction de- 
rived from a meal or from the acquisition of a needed 
suit of clothes comes here and now—and whoever has 
cash to buy them does so, usually, whether he looks 
forward to prosperous times or continued depression. 

It is not the same with durable goods. The machine 
used to grind wheat may not be the best obtainable, or 
the most efficient, but if it will do the work at all, the 
miller is inclined to let it do so as long as he is uncertain 


INCREASE FROM 
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IN 1933 
16.7 MILLION TONS 







December 1, 1934 


whether he is going to make enough money to pay his 
employees and his taxes. 


Capital Investment Depends on Profits 


If, on the other hand, prospects for reasonable ear, 
ings were good, the risk of spending money for a ne, 
machine would be less, and the miller would be inclined 
to accept it. When we let the prospective buyers. ¢ 
durable goods either make a little money or give then, 
reason to think that they will, the durable goods industry 
will begin to get orders and the depression will be over, 

Our problem of national recovery, therefore, hinges 
entirely upon the durable goods industries. The « ; 
sumers’ goods industries, as measured by employment 
in them, are not badly off even at present. And normal 
employment in the durable goods industries would quickly 
add enough to the demand for consumers’ goods to take 
up all the unemployment slack still remaining in th 
consumers’ goods industries and then some. 

Col. Leonard P. Ayres estimates that in August of th’ 
year the unemployed totaled 10,792,000. Of this tota' 
approximately 4,959,000 were attributable to the grou, 
providing services (transportation, retail trade, the pro- 
fessions, etc.) and 5,833,000 to the group producing 
goods. Of the total unemployed in goods producing oc- 
cupations only 1,316,000 (or 23 per cent) belonged to 
the consumers’ goods industries while 4,517,000, or 
77 per cent, belonged to the durable goods industries. 
Certainly it requires little credulity to conclude that if 
the 4,517,000 could be put to work in the durable goods 
industries, the consumers’ goods industries would need 
to put the 1,316,000 back to work to meet the increased 
demand which the durable goods’ workers’ new jobs 
would create for consumers’ goods. That is to say, if 
we end unemployment in the durable goods industries, 
then the comparatively small volume of unemployment 
in the consumers’ goods industries would quickly 
disappear. 


Service Trades Employ Men When Industries Flourish 


Yet that would still leave out of account the 4,959,000 
unemployed in the service industries. It is estimated, 
however, that there are 891 workers employed in pro- 
viding services for each 1,000 employed in the production 
of commodities. If we could put the 5,833,000 unem- 
ployed in the goods producing group back to work, 
therefore, we would make jobs for 5,591,000 in the 
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The Dotted Lines Show What Steel and Lumber Production Would Have Been in 1933 if Railway Buying Had Been 
Normal—a 36 Per Cent Increase in Steel and 21 Per Cent in Lumber 
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service group—or more than the present number of 
unemployed. 


End the First Half of Unemployment 
and Second Half Will Take Care of Itself 


«As Col. Ayres points out: “Roughly one-half of the 
vunemployment is caused by the other half of it. If 
we could return the producers to work the problems 
of the service groups would largely solve themselves. 
The controlling factor in unemployment among the pro- 
ducers is that of the workers in the durable goods in- 
_dustries. There is the key to our depression problem. 
-Phe solution largely depends on restoring business con- 
fidence and reviving long-term financing.” 

“It is the industries which supply current needs—food, 
clothing, gasoline, paper, which are experiencing better 

- times,” says Richard S. Conway, industrial analyst, in a 
‘recent survey. “Government policies aiding such indus- 
tries may be a good stop-gap from the social viewpoint. 
‘Starvation is not socially desirable or politically ex- 
pedient. As an economic basis of enduring industrial 
recbvery, such actions are futile. 

i “For we cannot eat ourselves out of a depression, or 

‘bring about prosperity by buying two suits or burning 
an additional ten gallons of gasoline in the family car. 
The limits to which we can expand consuming industries 
are not very great. We cannot double our appetite for 
food; the number of suits of clothes we can wear out 
has a definite limit; the gasoline we burn, the cigarettes 
we smoke obviously cannot be increased very much be- 
yond our present use. 

“Five million people in the durable goods industries 
still lack work and no amount of stimulation of con- 
suming industries, no increase of purchasing power 

* through plain or disguised governmental dole is ever 

' going to put them back to work. Nothing but the free 
flow of the community’s savings into the financing of 
buildings, machinery and similar goods can do that, and 
such flow is conditioned upon the fact that investors’ 

* money will be safe, and that it will be allowed to earn 
,a reasonable return.” 

And just as in the durable goods industries—and 

nowhere else—lies the answer to the problem of na- 

»» tional recovery, so does the revival of the durable goods 
industries hinge upon the restoration of normal buying 
of equipment and supplies by the railroads. It is not 
contended, of course, that the railways constitute the 
sole market for durable goods. They are, however, an 
important part of that market—so important a part, in 
fact, that a normal level of activity and employment in 
the durable goods industries is impossible of achievement 
without . them. 


How to Increase Steel and Lumber Production 


To cite but two examples—steel and lumber: The 
railways’ purchases of finished steel in 1929 totaled 7,- 
400,000 tons, or 18 per cent of total production. In 1933 
their direct purchases amounted to only 1,300,000 tons. 
The total production of steel last year was 16,700,000 
tons. If railway purchases had been at the 1929 level 
this production would have been raised to 22,800,000 
tons, or by 36 per cent. 

A leading authority estimates lumber production last 
year at 14 billion board feet. If direct railway purchases 
of lumber had been at the level which prevailed in 1929, 
lumber production would last year have totaled 17 billion 
feet—an increase of 21 per cent. 

Railway purchases from these important branches 
of the durable goods industries have been sub-normal 

or four years. In this time a tremendous volume of 
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accumulated demand for their products has been built 
up—not primarily for improvements, but in the mainte- 
nance of the existing railway plant. There are many 
places where the railways could profitably spend money 
for additions and betterments, if they had the money. 
But it is not necessary to take these into account in 
order to look forward to a tremendous volume of orders 
for the durable goods industries which would follow a 
moderate increase in railway net income. This increase 
would come with the adoption of a reasonable policy to- 
ward railway rates and the enactment of measures which 
would give the carriers a chance to compete for traffic 
on equal terms with other transportation agencies. 


A Square Deal the Best Promoter of Business Confidence 


_ No financial legerdemain is necessary, nor the grant- 
ing of any special privileges or subsidies. Nothing but 
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From the New York Herald Tribune 


A Difference of Opinion 


the application by the national and state governments 
of the old American principle of a fair field and no favor 
is needed to start the ball rolling in the capital goods 
industries as far as the railways can contribute to it— 
which is, as has been shown, a very great deal. 

Other articles in this issue set forth in detail, why 
railway buying must inevitably follow if justice is vouch- 
safed the carriers; just what industries and territories 
will be most affected by this wave of buying; and the 
concrete measures recommended by impartial authori- 
ties which embody justice to the railways. 

National recovery cannot come without a revival in 
the durable goods industries. The railways are eager 
to give these industries the stimulus they need. All they 
ask to enable them to do this is simple justice. There is 
no other road to recovery so quick, so certain, and so 
free from experimental hazards. 





os 7 «reer rte es ete 


7. © 


The Railroads Offer a Powerful Restorative of Business 





Durable Goods Revival Awaits 
Normal Railway Buying 


Four-billion-dollar market for equipment and supply manufacturers 
if carrier buying power is restored 


SIGNIFICANT and potent development in the 
A present situation is the interest which people in 

business and public life are taking in the buying 
power of railroads. With continuing sluggishness in 
the durable goods industries, despite the money spent 
by government on public works and with the disappoint- 
ing progress made in settling the unemployment prob- 
lem, impressions widely held that the railroads have 
outlived their essential relation to the growth and stability 





The facts about the reduction of railway 
buying during the depression afford the most 
striking and conclusive illustrations of the 
reason why the durable goods and service 
industries have been prostrated for years, and 
millions of wage-earners are unemployed. The 
railroads, collectively, are the largest con- 
sumers of manufactured materials, and the re- 
ductions in their purchases in the past five 
years, amounting to the staggering total of 
Four Billion Dollars, far exceed all the ex- 
penditures which have been made by the gov- 
ernment for Public Works. The restoration 
of railway buying power would vitalize 
industry in all directions. 











of the country are swiftly yielding to the conviction that 
railroads, regardless of who runs them or how they are 
run, weigh heavily in the present problem and may yet 
prove the deciding factor in business restoration. 


Comparative World Position of U. S. Railways 


With only 6 per cent of the area and 6.5 per cent of 
the world’s population, this country has one-third of all 
the railway mileage. It has ten times more mileage than 
the British Isles, eight times more than France, seven 
times more than Germany, five times more than Russia 
and three times more than all of Asia. In the United 
States are 700 railroads, 80 of which operate 1,000 miles 
or more of line. They own 247,000 miles of road, 427,- 
000 miles of tracks, 51,000 steam locomotives, 46,500 
passenger cars and 2,036,000 freight cars, exclusive of 
those owned by private car companies. When, in addi- 
tion to these facts—and the further facts that the rail- 
roads of the United States still carry 75 per cent ol 
the commerce, employ one-fourth as many wage earners 
as there are wage earners on farms, and paid $250,000, 
000 taxes in 1933, as well as interest to bondholders—t 
is considered that the railroads are operated, maintained 
and improved with the products of American mines, 
forests, farms and factories, the reason and justification 
for the renewed interest in railroads begin to appear. 

One reason why the basic industries of the country 
have not shown the hoped-for recovery during the past 
two years and the reason why one of the chief divisions 
of the durable goods industry of the country, the rail- 
way equipment and supply industry, has, with the ex 
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ception of a few months this year, been almost prostrate, 
and one of the reasons for reduced freight traffic, is 
because the largest customer of the basic industries of 
this country has not been buying. 


One Million a Day for Supplies 


During the last 10 years, the railroads of the United 
States spent approximately $10,150,000,000 for materials 
and supplies, including $3,225,000,000 for fuel, $1,235,- 
000,000 for forest products, $3,100,000,000 for products 
of iron and steel, and $2,608,000,000 for other supplies. 

These figures represent only the materials purchased 
directly from supply firms; they do not include expend- 
itures for new equipment purchased by the railroads 
from builders, and include only part of the materials 
used in construction programs. The latter purchases 
are contained in the expenditures made by the railroads 
for additions and betterments, commonly called capital 
expenditures, which amounted in the last 10 years to 
$5,660,000,000, including $512,000,000 for new locomo- 
tives, $1,562,000,000 for new cars and $3,593,000,000 
for improvements in track and buildings. 

The railroads also made large expenditures each year 
for heat, light, water, electric energy, rent and other 
services purchased from commercial firms. Prior to 
1930, the latter are estimated to have amounted, in the 
aggregate, to $350,000,000 per year. When these are 





Table |1—Purchases of Materials and Supplies 











Forest Tron and 

Fuel Products Steel Misc. Total 

(000) (000) (000) (000) (000) 
Bs cucnisine $617,800 $232,511 $464,955 $423,437 $1,738,703 
an 481,656 180,872 365,610 324,917 1,353,055 
Se eee 462,620 170,305 419,254 339,863 1,392,042 
—————EE 473,353 186,291 507,302 392,085 1,559,031 
a eae 438,821 175,729 432,604 348,774 1,395,928 
_ Sees 384,608 160,794 397,544 328,395 1,271,341 
WE winavi 374,048 157,551 437,840 360,096 1,329,535 
3 See $2,133,450 $850,670 $2,194,544 $1,769,213 $6,947,877 
ae $314,232 $134,600 $329,700 $259,968 $1,038,500 
. “aa 224,200 75,500 220,000 175,300 695,000 
ae 178,250 52,200 100,550 114,000 445,000 
1933 | reed aca 179,150 41,185 112,685 124,730 457,750 
STE wiacracvelens 195,000 80,000 145,000 165,000 585,000 
Bi. “ccewen $1,090,832 $383,485 $907,935 $838,998 $3,221,000 


*Excluding new locomotives and cars, and supplies furnished by con- 
tractors of construction work. 


+ Estimate based on reports for nine months. Subject to revision. 





combined with the expenditures for materials and sup- 
plies bought directly, and with the additions and im- 
provements made, -after eliminating dupl*cations and 
Payments for railway labor, it appears that the pur- 
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Total Expenditures Estimated to Have Been Made by the Railroads 

During Each of the Past 10 Years for Fuel, Materials and Supplies, 

Equipment and Heat, Light, Water, Power and Services Purchased from 
Commercial Firms 





chases made by the railroads of the United States in the 
last 10 years amounted to the imposing sum of approxi- 
mately $17,095,000,000. 

But, that is only half of the story. Under the stimulus 
of better earnings, railway purchases began to increase 
last year, and, aided in part by loans to 18 railroads by 
the P.W.A. this year, expenditures for both supplies 
and equipment continued increasing this year until July. 
As a result, the purchases of materials and supplies for 
1934, based upon data available at the time this was 
written, will amount to approximately $585,000,000, or 





Table I1—Gross Capital Expenditures* 


Roadway and 

















Locomotives Cars Equipment Structures Total 

(000) (000) (000) (000) (000) 
). | rere 208,966 $472,758 $681,724 $377,425 $1,045,149 
SEG evieeseeurs 102,456 391,153 493,609 381,135 874,744 
Se San eaaaes 59,778 278,336 338,114 410,077 748,191 
_ Se 108,263 263,659 371,922 513,164 885,086 
i ea 76,975 211,726 288,701 482,851 771,552 
arr 51,501 172,800 224,301 452,364 676,665 
DT cs Occhtew ee 70,660 250,646 321,306 532,415 853,721 
SPR co sseave $367,177 $1,177,167 $1,544,344 $2,390,871 $3,935,215 
aa re $88,494 $239,775 $328,269 $544,339 $872,608 
. 2s 25,821 47,284 73,105 288,807 361,912 
ME 66s wole.e% 17,142 19,229 36,371 130,823 167,194 
| ee 5,123 10,331 15,454 88,493 103,947 
1934 (8 mo.)7. 8,500 69,000 77,500 150,000 227,500 
4 yr. 8 mo.t. $145,080 $385,619 $530,699 $1,202,462 $1,733,161 


* Includes railroad labor engaged in improvement work and duplications 
of material in Table I. 


{7 Subject to revision. 





22 per cent more than the corresponding expenditures 
last year, while the combined expenditures for supplies 
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and equipment during 1934 are expected to exceed the 
total of approximately $812,000,000, or half again as 
much as was spent in the corresponding period last year. 
Yet, even with this partial recovery in railway buying, 
the contrast between the purchases made previous to 1930 
and since that time is startling. 

During the five years from 1925 to 1929, inclusive, 





Table 11|—Combined Purchases Supplies, Equipment and Services 














Durable Total from Other Total 
Goods* Manufacturerst Purchasest Purchases 

(000) 00 (000) (000) 
DE -k¢ 6d eenebue eae $1,187,157 $1,422,157 $884,000 $2,306,157 
0 rere 1,289,104 1,529,104 974,000 2,503,104 
aS rer 1,105,377 1,330,377 1,124,000 2,454,377 
ME sceasnacenevans 1,044,992 1,253,992 842,000 2,095,992 
BP acdecsarts wens 1,236,434 1,442,434 842,000 2,284,434 
2. Serer $5,863,064 $6,978,064 $4,666,000 $11,644,064 
ada hows $1,091,261 $1,236,261 $745,000 $1,981,261 
Dn. vedas ered an xe 515,912 615,912 518,00 1,133,912 
Ree 229,000 321,000 369,000 ,000 
ee ee eee 234,500 319,500 339,000 658,500 
BE aéeeraetecwven 530,000 625,000 360,000 985,000 
S POMS ccvvseres $2,600,673 $3,117,673 $2,331,000 $5,448,673 
Reduction ....... $3,262,391 $3,860,391 $2,335,000 $6,195,391 


* Materials and equipment for repairs, replacements and improvements. 
+ Includes ties, oils. and durable goods. 
t Includes coal. 





purchases of fuel amounted to $2,133,000,000, and, in 
the five years since 1929, to $1,090,000,000, a reduc- 
tion of $1,043,000,000, or 51 per cent. Those for 
forest products bought directly by the railroads declined 
from $850,670,000 to $383,000,000, a reduction of $467,- 
000,000, or 55 per cent, and those for products of iron 
and steel bought directly declined from $2,195,000,000 
to $907,000,000, a reduction of $1,287,000,000, or 60 
per cent, while total direct purchases of all materials 
declined from $6,947,000,000 to $3,221,000,000, a reduc- 
tion of $3,726,000,000, or 58 per cent. 

The proportionate reductions in capital expenditures 
are even more striking. Those for new locomotives de- 
clined from $367,177,000 to $145,079,000, a reduction of 
$222,098,000, or 60 per cent; those for new cars, from 
$1,544,344,000 to $530,699,000, a reduction of $1,013,- 
645,000, or 67 per cent ; and those for new buildings and 
tracks, from $2,390,871,000 to $1,202,462,000, a reduc- 
tion of $1,088,409,000, or 46 per cent; while total expen- 





Table 1V—Equipment and Rail Orders 


New 
Freight Passenger Rail Laid Cross 


Locomotives Cars Cars (Long Tons) Ties Laid 
Be cxninseaoaes 1,998 84,207 1,781 1,411,609 86,829,307 
ers 239 23,346 246 1,464,194 86,521,556 
Se 2,600 180,154 2,382 1,390,290 86,464,183 
EE: 60 bated ee 1,944 94,471 2,214 1,729,696 84,434,985 
ME. (aos clean uate 1,413 143,728 2,554 1,791,162 83,073,059 
foes 1,055 92,816 2,191 1,950,146 82,716,674 
BE 5 beddaanwes 1,301 67,029 1,868 2,209,873 80,745,509 
eer 734 72,006 1,612 2,124,765 78,340,182 
BN , eaaadicrnin on 603 51,200 1,930 2,080,277 77,370,941 
a 1,212 111,218 2,303 1,958,489 74,677,482 
BY  pawwnewey ae 440 46,360 667 1,517,002 63,339,000 
ee eccadeeasees 235 10,880 11 984,900 51,487,000 
Oo are 12 1,968 39 394,536 39,176,000 
De Giga wesdaweeen 42 1,685 6 324,326* 37,295,000 
1934 (9 mo.)..... 85 22,822 402 570,327* 50,000,000 


* Tons ordered. 





ditures for additions and bettenments declined from 
$3,935,295,000 to $1,733,161,000, a reduction of $2,202,- 
134,000, or 56 per cent. 


Purchases from Manufacturers Four Billion Behind 


When these expenditures are combined and the ex- 
penditures for commercial services are added, and after 


December 1, 1934 


eliminating duplications and payments for railway labor, 
the railroads of the United States are estimated to have 
spent $6,195,000,000 less in the last five years for all 
purchases than in the five years previous and to have pur- 
chased approximately $3,860,000,000 less of materials 
and equipment from manufacturers and approximately 
$3,265,000,000 less from the durable goods industry. ~ 

What has happened to the expenditures of the rail- 
roads is further indicated by the orders placed for new 
equipment and rail. 

From 1920 to 1924, inclusive, the orders for new 
locomotives, exclusive of those placed by industries or 
for export, averaged 1,639 per year; and from 1925 to 
1929, inclusive, they averaged 981 per year, as com- 
pared with 440 in 1930, 235 in 1931, 12 in 1932, 4 in 
1933 and 85 in 1934. The corresponding orders for pas- 
senger cars, averaging 1,935 per year from 1920 to 1925, 
inclusive, and 2,021 per year from 1925 to 1929, in- 
clusive, amounted to only 667 in 1930, 11 in 1931, 39 
in 1932, 6 in 1933 and 402 in 1934; while the corres- 
ponding orders for freight cars, which averaged 105,181 
per year from 1920 to 1929, inclusive, and 78,815 per 
year from 1925 to 1929, inclusive, totaled only 46,360 





Table V—Expenditures of Federal Emergency Organizations* 


Expenditures to 
June 30, 1934 


$290,249 ,669 
164,341,935 
482,017,985 


Appropriations 
$552,125,230 
451,000,000 
675,430,784 


Organizations 


Agricultural Adjustment ................ 
Commodity Credit Corporation ............ 
Farm Credit Administration ............. 


Federal Land Banks: 


DD SNE eid tb.0.o6: 02:06 bean cms ceees 125,000,000 123,019,675 
EE CT TTC TT 125,000,000 40,863,477 
Reduction in interest rates on mortgages 22,950,000 7,029,257 
Federal Emergency Relief ............... 1,129,447,380 704,747,105 
Federal Surplus Relief cahincx Svea Np ranted 51,279,500 40,053,808 
Civil Works Administration .............. 863,965,000 805,122,892 


Emergency Conservation Work ........... 713,963,945 331,940,851 


Public Works: 
Loans and grants to states, municipali- 


SN NG - satan ers. ciwincesssaseseess 560,060,817 78,596,230 
ee Se ee ere 199,607,800 70,739,000 
Public highways .............00..0ceee 693,044,943 267,882,018 
Boulder Canyon project ............... 62,464,961 19,445,382 
River and harbor work ................ 249,110,753 72,450,381 
Tennessee Valley Authority ........... 75,000,000 11,036,795 
ME Mia TARE wha MRM ecenseberes 853,796,734 133,327,844 

Home Loan System: . 

Home Loan Bank Stock ........2...+0+ 125,000,000 81,445,700 
Home Owners’ Loan Corporation ....... 200,000,000 154,000,000 
Federal Savings and Loan Assns. ...... 50,000,000 754,800 
Hemergency FIGGSINE 25 ccceccccsccccccces. 127,564,500 369,351 
Federal Housing Administration .......... 1,000,000 —=—naveveee 
Subsistence Homesteads ............+-+0. 25,000,000 2,330,181 

Reconstruction Finance Corporation—direct 
loans and expenditures ........+.+..+- 4,163,149,973  2,412,293,003 
Export-Import Banks of Washington ..... 13,750,000 2,654,324 
Federal Deposit Insurance Corp. ......... 150,000,000 149,502,150 
Administration for Industrial Recovery... 9,665,000 6,632,491 
RAEN TUE 6 once cdicnsvets cvaeees 830,133,476 «= wenveres 
a 
D oxrontas asweisss accuse as wanes $13,098,510,795  $6,452,846,304 


* National Industrial Conference Board. 





in 1930, 10,880 in 1931, 1,968 in 1932, 1,685 in 1933 
and 22,822 in 1934. Likewise, orders for new fal 
averaged 1,557,390 tons per year from 1920 to 1925, 
inclusive, and 2,064,710 tons per year from 1925 to 1929, 
inclusive, as compared with 1,517,000 tons in 1930, 
984,900 tons in 1931, 324,326 in 1932, 324,326 in 193 
and approximately 800,000 tons in 1934. In other words, 
814 new locomotives have been ordered since 1929, ¥ 
compared with 4,905 ordered in the previous five yea! 
1,048 passenger cars, as compared with 10,104 during 
the previous five years; and only 80,705 freight cars, ® 
compared with 394,269 in the five years previous to 195Y, 
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49 669 
41,935 
17,985 


)19,675 
363,477 
)29,257 
747,105 
153,808 
122,892 
940,851 


596,230 
739,000 
882,018 
445,382 
450,381 
036,795 
327,844 


445,700 
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754,800 
369,351 
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although the period from 1925 to 1929 was never re- 
garded as a period of heavy equipment buying. 


Exceed Public Works Expenditures 


Everybody knows that the federal government has been 
making huge loans and outright expenditures for public 
works for the relief of distress and for the purpose of 
stimulating employment during the present emergency. 
These expenditures are unparalleled in the history of 
this country and it is commonly supposed that private 
expenditures are insignificant by comparison. Never- 
theless, a comparison of railway purchases with the gov- 
ernment’s emergency expenditures invite attention. 

The expenditures of the Federal government up to 
July 1, 1934, for all emergency purposes, including ex- 
penditures for administration, labor and all loans to banks 
and mortgage companies, amounted to the staggering 
total of $6,452,846,000. Of this, however, only a small 
part was expended directly for materials and supplies, 
especially from the durable goods industries. Yet the 
grand total is not much larger than the reduction which 
has occurred in the purchases made by the railroads of 





| $750,000,000. 4 
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Purchases for Railroads 


Purchases for all PW.A.Work 


Millions of Dollars 





1934 











A Comparison of the Purchases of the Railroads for Materials and 

Suppliés with the Corresponding Purchases Made for All Projects 

Financed with P.W.A. Loans Month by Month from the Beginning 
of the Public Works to July 1, 1934 


ditures which had been made by the government up to 
July 1 for the Boulder Canyon project, for river and 
harbor work performed under the emergency acts, for 
the much publicized work in the Tennessee Valley and 
for all other Federal public works projects, notably the 
Bonneville and Grand Coulee dams in Washington, the 









Railway Purchases 
1925 to 1929 Incl. 


Railway Purchases 
1925 to 1934 Incl 





$8,250,000,000. $4,250,000,000. 








Loans and Grants Expended by Various Federal Relief Organizations Up to July 1, 1934, Contrasted with Total Railway Purchases 


the United States for materials, supplies, equipment and 
commercial services during the past five years from the 
ee expenditures made in the five years prior 
to ‘ 

The entire expenditures made by the Federal Emer- 
gency Relief Administration, the Federal Surplus Relief 
Corporation, the Civil Works Administration and the 
Civil Conservation Corps, amounting to approximately 
$1,880,000,000, were no greater than the total purchases 
which the railroads made in the single year of 1929. The 
expenditures of the railroads for fuel and materials and 
supplies alone, in 1933, amounting to $465,000,000, 
were almost as large as the accumulated expenditures of 
the government from the beginning of the public works 
Program up to July 1, for public highways and public 
works of all kinds, while the purchases made by the rail- 
toads for 1934 were much larger than the entire expen- 
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Expended Up to July 1, 1934 





Fort Peck dam in Montana, the Casper-Alcova dam in 

Wyoming and the Loop River project in Nebraska. 
The public works projects, at least up to the present, 

were conceived primarily as a means for giving employ- 





Table Vi—Expenditures for Materials and Supplies, 1933-1934 








Public Works 
Projects* Railroads? 
IIE EINER > ix cave eia sare hrs to's wie wate) seven acme aie $202,100 $45,000,000 
September 1,622,365 40,500,000 
RN ilar 05s A ccate sess reate Rnleraieas Gaeeeiee 22,005,920 43,000,000 
November 24,605,055 51,400,000 
December 24,839,098 43,400,000 
January, 1934 23,522,929 44,000,000 
February 24,562,311 45,700,000 
BIS Siedi Sanionten cca nia sisrd sie telco ieteie eras 69,334,754 53,500,000 
BEE Piao soars hainebinen aaa Wo emeaae mae 66,639,862 54,500,000 
BNI iiard Sos eis taerarete Da RCA RAR ews 49,720,378 58,500,000 
RE -Aiaa/alewuiain ie aak ahaeue cere cineisnn Ot ars 57,589,895 59,600,000 
Ai eapen ales Sarre en nhers mn neers irae pur erga 49,299,174 53,200,000 
$413,943,841 $592,300,000 
* Includes material purchased by railroads with P.W.A. loans. Source— 


U. S. Department of Labor. 
7 Excludes equipment. Source—Railway Age. 





ment to labor, but, since the purchases of materials for 
these projects have been given prominence, a table has 
been prepared showing side by side and month by month 
the purchases for the work financed by the Public Works 
Administration, including the railway work so financed, 
and the corresponding purchases made by the railroads 
for fuel and materials and supplies only. 

Aside from reflecting the continuity of railway buy- 
ing during the year, these figures show also that even in 
1933 and 1934, the purchases made by the railroads for 
uel and materials and supplies were much greater in 
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The Trend of the Consumption of Finished Steel by Leading Consumers 


almost every month than those made for P.W.A. projects 
and that the total purchases made by the railroads for 
materials and supplies from the beginning of the public 
work program were larger by $180,000,000, or 44 per 
cent, than those made for all P.W.A. work, although 
railway buying in 1933 and 1934 was subnormal and 
although the purchases for the P.W.A. projects included 
those made for railway work financed with P.W.A. loans. 


Best Customers of Industry 


The influence of railway purchasing and the effect 
of extreme contraction or expansion of it need not be 
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smelters and the manufacturers of electric traction equip- 
ment watch their purchases with the greatest interest. 
Their purchases are also made from manufacturers of 
cement, of paint, of rubber, of powder and of hardware. 

The railroads are customers of lumber mills and of 
producers of oil and coal, and contribute, through their 
purchases, to the stability of hundreds of wholesale 
houses, brokers and manufacturers’ agents who main- 
tain establishments in hundreds of cities. They employ 
large contractors who in turn obtain their requirements 
of equipment and materials from American industries: 
they buy light and energy from hundreds of power com- 
panies, absorb the output of many ice manufacturing and 
timber preservation plants and buy advertising space in 
newspapers and national magazines. How many indus- 
tries benefit from railway purchases nobody knows, but 
the numbers run into the thousands. 

The principal barometer of activity in the iron and 
steel industry is the consumption of finished steel. Dis- 
tribution among consumers is reported by the Iron and 
Steel Institute. 


Important to Steel Industry 


In the eight years from 1922 to 1929, inclusive, total 
shipments of finished steel amounted to 255,862,000 long 
tons, of which the railroads were known to have taken 
56,033,000 tons, or 21.6 per cent of the output. Com- 
plete data on the steel which went ultimately into rail- 
road work would raise the figures, but at that, the rail- 
roads were by far the leading consumers of finished steel. 








Table Vil—Distribution of Finished Steel (Thousands of Gross Tons) 


Average for 


Average for 


Average for 


1922-1924, Inc. 1925-1927, Inc. 1928-1930, Inc. one _— 
————“— ‘ > 3 3S 
M Tons Per Cent M Tons Per Cent M Tons Per Cert M Tons Per Cent M Tons Per Cent M Tons Per Cent 








EE OE OT TT 7,333 26.8 7,500 
NR Unrnia blk ove e ch beds den Ba eleRNORAeS 4,583 14.1 6,533 
ESOT VC CC 2,933 10.3 4,567 
Py ea rete rr es 2,800 9.8 2,883 
I ss i'n ty is eine oro ule Secnine Qian 1,083 3.8 1,450 
a ai ad rig’ ale ee ticincdh bane eth oe wee ae 1,040 3.7 1,450 
Shipbuilding ........... hiaetieedacaten bone eae < ane 
I ay ate a Cis ed EE RODS W ERM CERES ES 637 2.3 1,283 
EU iicSReikvd s Hada eeke ke wHee ERRORS We 1,800 6.4 1,733 
NE ETE ee ace aioe tata 
NE aiac Cus wacdwercieeseeeseenaees 6,183 22.8 5,867 

EL. -avgdiewusudece Tee Te eT 28,392 33,266 





Source—Iron Age. 


1932 


22.5 5,767 16.2 2,550 13.5 1,250 12.0 1,500 9.0 
19.6 6,100 7.1 ° §,960 18.5 1,650 16.0 1,950 
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3.7 6,167 17.3 3,050 16.0 1,750 17.0 3,250 19.0 
8.7 3,717 10.4 2,100 11.0 900 8.5 1,000 6.0 
4.4 1,867 5.2 1,700 9.0 1,200 1i.5 2,300 13:5 
4.4 1,933 5.4 850 4.5 350 3.5 700 4.0 
eee — ae ese cs 100 1.0 200 1.0 
a9 1,133 3.2 600 3.0 300 3.0 500 3.0 
5.2 2,083 5.9 750 4.0 300 3.0 500 3.0 
ees aries TT ine vie 400 4.0 750 4.5 
17.6 6,867 19.3 3,900 20.5 2,100 20.5 4,350 25.5 
35,634 19,000 10,300 17,000 








left to speculation. It should be observed that railroads 
do not produce their own requirements. They perform 
repair work, recover all they can from old materials and 
engage in some processing, but the day when they con- 
ducted their own mining and lumbering operations is 
gone and the amount of strictly manufacturing opera- 
tions in railroad shops is small. It is distinctive of Amer- 
ican practice and widely held to be one of the chief 
reasons for their progress, that the railroads of this coun- 
try depend for their requirements upon the enterprise 
and inventive genius of American industries. 

First among those industries are the mills and fac- 
tories which have grown up with the railroads and whose 
fortunes rise or fall with those of the railroads. These 
industries, known collectively as the railway supply and 
equipment industry, are an important division of the 
durable goods industry. They include the car builders 
with plants in 52 cities, the locomotive companies, the 
air-brake companies, the signal companies, etc. Other 
industries include the steel mills and manufacturers of 
machine tools and of electrical and automotive equip- 
ment. The copper, nickel, vanadium and aluminum 


In 1931, total shipments were 19,000,000 tons and known 
shipments for railroads 2,550,000 tons, or 13.5 per cent. 
In 1932, the consumption of steel had fallen to 10,300; 
000 tons and railway consumption to 1,250,000 tons, or 
12 per cent of the total; while in 1933, total consumption 
was 17,000,000, of which the railroads are known to have 
taken only 1,500,000 tons, or 9 per cent. As compared 
with a reduction in the consumption of finished steel 
from 35,634,000 tons per year from 1928 to 1930, in- 
clusive, to 17,000,000 tons in 1933, or 50 per cent, the 
shipments for the leading consumer declined from 9 
767,000 tons to 1,500,000 tons, or 74 per cent, reflecting 
an accumulated decline in three years of 11,900,000 tons, 
or 70 per cent of the total production of steel in 1933. 
The railroads have not only been the leading consumers 
of finished steel, but they are also the largest buvers 0! 
steel castings, the best available information showing 
that of an average of 5,762,240 tons produced in the five 
years from 1925 to 1929, inclusive, they took 2,270,420 
tons, or 39 per cent. ; 
Just how much of the production of the lumber indus- 
try is used by the railroads and in railway construction 


192: 
192¢ 
192; 
1928 
192: 
193( 
193] 
1932 
1933 
1934 
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has never been conclusively determined, but the partial 
statistics are significant. 

During the five years from 1925 to 1929 when 38 
billion bd. ft. of lumber was produced, railway purchases 
of lumber and switch and cross ties amounted to ap- 
proximately 2.9 billion bd. ft., or 12 per cent of the total, 
while the total consumption of forest products by the 





Table Vill—Lumber Production and Consumption* 


Railway Ties 
and Lumber* 


Lumber Produced 
Bd. Ft.) (Bd. Ft.) 


(Bd 


OE ROI AO 38,338,000,000 — 5,000,000,000 
DE '<. cnawse bh aC ahednedoceues 36,936,000,000  5,245,000,000 
ME tu hasan sibee bed ciekaeeda 34,532,000,000  5,261,000,000 
| TeeGate pons aeheaa aie 34,142,000,000  4,921,000,000 
MD : docu tuaucas, den aausau ceeabaecd 36,886,000,000 4,670,000,000 
DD icant tispais aipdeniateduinchiat 26,051,000,000 — 2,981,000,000+ 
RNa eit ia rer on mote nae: 16,523,000,000 —1,724,000,000+ 
SU <. cha guva atetasnaueesaib warns 12,710,000,000 —_1,387,000,000+ 
SS 6a cides keg ddan ak ac saiden 14,587,000,000 —_1,330,000,000+ 
BT ica dacogioadaescaaiecanaaneanaaiced 15,500,000,000 —_1,105,000,0007 


* Total lumber production as reported by Bureau of Cen_us, including 
lumber for export. Railway lumber estimated on the basis of railway 
consumption, excluding lumber, timber and piling purchased by con- 
tractors of railway construction and private car companies. 

a hewn ties and lumber purchased from unorganized pro- 
ucers. 








railroads and private car companies exceeded 15 per cent 
of the total production in that period. Since that time 
it has declined to 10 per cent. 

Comparisons between the quantities of coal produced 
in the United States and the quantities used by the rail- 
roads appear from the reports of the Bureau of Mines. 

The railroads purchase considerable amounts of coal 
for the heating of buildings, but their purchases of coal 
for locomotives alone equalled 24 per cent of the entire 
mine output from 1923 to 1929 and 21.9 per cent in 1932. 

Likewise, of 2,385,992,000 bbl. of fuel oil produced in 
the United States in the five years 1925 to 1929, inclu- 
sive, the railroads consumed 300,924,000 bbl. or 12.5 per 
cent; they are also estimated to have purchased 2 per 
cent of the entire production of electric power during 
the same period. 


Railway Buying and Industrial Employment 


The United States Department of Labor is authority 
for the statement that in 1929 there were 8,388,243 wage 
earners engaged in the manufacturing industries of the 
country. They do not include 1,359,000 salaried officers 
and employees, or employees engaged in central admin- 
istration offices of the industries. Neither do they in- 
clude persons gainfully occupied in trade. How many 
of these industrial wage earners were more or less di- 
rectly engaged in producing equipment and materials for 
ultimate use by railroads can only be roughly estimated. 

The iron and steel industries, other than rhanufac- 
turers of machinery, employed 880,882 wage earners, of 
which 100,000 are estimated to have been engaged in 
manufacturing materials for ultimate use by railroads. 
There were 1,091,269 wage earners engaged in the pro- 
duction of machinery, of which 75,000 are estimated to 
have been producing railway equipment. There were 
314,741 engaged in producing non-ferrous material, of 
which 10,000 are estimated to have been produced for 
tailroads, and there were 876,383 in the forest products 
industries, of which 150,000 are estimated to have been 
Producing for railroads. This does not include approxi- 
mately 100,000 workers engaged at least on a part-time 

asis in hewing ties. Of the total number of wage earn- 
‘ts industrially employed, it is estimated that 450,000 
Were engaged on railway production, exclusive of those 
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engaged in producing materials and machinery required 
by the manufacturers who directly supply the railroads. 

The U. S. Department of Labor is also authority for 
the statement that in 1929 there were 788,357 wage 
earners employed in mines, exclusive of 53,395 pro- 
prietors and salaried employees, and also exclusive of 
all wage earners in the mining trade. 

There were 600,000 wage earners employed in coal 
mining in 1929, of which 115,000 are estimated to have 
owed their employment directly to railway consumption. 
The requirements of the railroads are also estimated to 
have kept 5,000 employed in iron mines and 4,000 em- 
ployed in stone quarries, a total of 126,500 miners more 
or less directly supported by railway purchases. It is 
also estimated that at least 25,000 of the 150,000 wage 
earners engaged in producing scrap iron for steel mills 
in 1929 owe their employment to the railway trade. 
When to these wage earners are added the salaried em- 
ployees in the industries who are more or less directly 
benefited by the railway buying, and the wage earners 
who are indirectly engaged in producing the railways re- 
quirements, and when to these are added the wage earn- 
ers employed by contractors of railway work and those 
commercially engaged as a result of railway expenditures 
for materials, equipment and improvement work, and all 
others engaged indirectly because of these purchases, it 
is estimated that no less than a million people gainfully 





Table 1X—Consumption of Coal by Railroads 


Produced Consumed for Loco. 


(Mill. Net Tons) (Mill. Net Tons) Per Cent 
NE econ Wc siwlic. es charp ieee ete are 95.8 26.5 27.7 
WIN cise icons ae -arctolea ee atte atin 190.3 53.4 28.1 
DE ile ach tnc co miclacismieis sonar wae 370.3 106.0 28.6 
DUE a oie 5) oes ee oo ee els ees wires 481.7 124.7 25.9 
EE wiles aieine a ats ow owe ere eee 517.0 137.0 26.4 
Bako rshexecdeoclag in aie nance 519.6 118.6 22.8 
MINN Fetcnc che cara aiains cy Srerelaihch aren terete ote 455.0 98.4 21.6 
BN alata dolaaenaiaia atarasa aloe eele ies 371.9 81.7 22.0 
POS -Aalsewn Cuauvseameaearencet 302.8 66.4 21.9 





occupied in 1929 owed their employment to the buying 
power of this basic industry, while an equal number 
owed their livelihood in part to that buying. 


Declines Hit Equipment Industries 


The purchases of railroads are so large that when they 
are drastically curtailed for a protracted period not only 
is the strength and usefulness of the transportation 
service weakened, but the disastrous effects are felt 
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The Railroads Consumed More Steel in the Past 10 Years Than Any 

Other Leading Consumer and the Reduction in Their Consumption Has 

Been Proportionately Larger Than Other Consumers in Recent Years, 

a Fact Which Explains the Low Rate of Present Steel Manufacturing 
Operations 
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throughout industry, especially when depressed condi- 
tions in related fields of buying provide nothing to fall 
back on. The producer of railway equipment and sup- 
plies first draws on its reserves to keep its specialized 
organization intact until business revives. Employment 
retreats to a part-time basis. Then comes the lay-off. 
The effect spreads to other industries, reaches the mills, 
passes to the mines, causes distress in unexpected places, 
further reduces the commerce which creates the traffic 
and provides the funds for further railway purchases— 
that is what has happened with the reductions in railway 
buying. 

Figures compiled recently by the Railway Business 
Association reveal the experience of the railway equip- 
ment and supply industry—the worst sufferer of the de- 
pression. The analysis embraces 254 companies operat- 
ing probably twice as many plants. The steel mills are 
not included. These companies, with an investment of 
$881,478,000 devoted to railway manufacturing, reported 
that their sales to railroads declined from $820,572,000 





Table X—Industrial Employment, 1929 


Wage For Railroads 








Plants Earners* (Estimated) 

Food and kindred products ........ 56,320 753,247 5,000 
Textiles and their products ........ 27,404 1,707,798 5,000 
WOVE PESGUCN cccccccccccccesess 26,912 76,383 125,000 
Paper and allied products .......... 3,126 233,393 2,000 
Printing, publishing, etc............ 27,522 357,988 5,000 
Chemicals, —_ Ms kee cewernnele 8,278 280,868 5,000 
Products of petroleum............. 1,497 147,216 10,000 
EE PEED dotbscnveaeselnnnne 525 149,148 2,000 
Leather and products.............. 4,285 318,472 2,500 
Stone, clay and misc........cccesee 8,515 328,417 3,000 
Iron and steel, ex. machinery...... 6,640 880,882 100,000 
SE re 7,522 314,741 5,000 
Machinery, ex. transportation....... 12,955 1,091,269 75,000 
ED cceaeeeuia ewdnane vee 2,550 583,355 60,000 
I ON one wield weccmunieaemaeed 2,297 398,156 368,681 
DEE sntwieverdsncavaenode 14,612 417,410 15,000 

NN <qracacks ion’ elation wa waresiaentwelare 210,959 8,838,743 788,181 


- Excludes salaried employees and wage earners in central administrative 
offices, 4 





in 1929 to $123,071,000 in 1933, or 85 per cent; the 
number of wage earners engaged in manufacturing rail- 
way supplies decreased from 131,017 to 45,264, or 66 
per cent; and the corresponding pay-roll declined from 
$195,768,000 to $45,530,000 or 76 per cent, despite ef- 
forts to keep the organizations intact and distribute the 
losses as widely as possible. Since these manufacturers 
depend upon other manufacturers, that condition is re- 
flected elsewhere in the durable goods industry as a 
result of the reduction in railway buying. 

With substantial increases in railway purchases, the 
process is reversed. Up to June 15 of this year, em- 
ployment in erecting shops of 22 locomotives and car 
builders in 23 cities had been increased to 16,500 in- 
cluding 12,000 men re-employed to work on 68 steam 
locomotives, 76 electric locomotives, 21 Diesel loco- 
motives, 14,475 freight cars and 264 passenger cars pur- 
chased with P.W.A. loans. The other men in these 
shops were engaged on equipment purchased by rail- 
roads without government loans. At the same time, 
additional forces were employed by the railroads to build 
7,900 freight cars, 75 passenger cars and 25 electric 
locomotives in their own shops and to carry out repair 
work with P.W.A. loans. Approximately 38,000 men 
were re-employed directly for this work on new equip- 
ment, without counting those added to supply the ma- 
terials ordered by the railroads and builders to com- 
plete the program. The Public Works Administration 
estimates that at least 100,000 wage earners owe their 
employment to the railway work financed with P.W.A. 
money and it should be emphasized that railway pur- 
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chases have been financed only to a small degree with 
government loans. 

What would happen if the railroads could promptly 
undertake to restore the service life of that portion of 
the plant that is not obsolete and to replace and rebuild 
along thoroughly modern lines that portion of the plant 
which is still serviceable but outworn and otherwise 
obsolete? It has already been stated that in the five 
years since 1929, the railroads purchased almost four 
billion dollars less from manufacturers than in the five 
years previous and that does not include coal. Making 
general allowances for the increased economies in rail- 
way operation and the elimination of further require- 
ments for unprofitable routes, it is easy to visualize a 
program requiring three billion dollars of materials and 
equipment for repair and improvement work, which, if 
launched during the present emergency, would, like a 
huge stone dropped into a stagnant pool, vitalize industry 
in all directions. Railway repair shops and the railway 
supply and equipment industry would lose the sepulchural 
aspect most of them have held for years and hum as they 
have not since 1929. Steel mills now operating at 25 
per cent of their capacity would fall behind in filling 
orders. Coal, ore and lumber production would rise to 
meet the requirements of manufacturers. Industrial 
communities would feel the stir, and the effect on railway 
income can be imagined when it is considered that it 
takes six tons of raw material to produce one ton of 
finished steel and that the railroads are estimated to pay 
approximately $75,000,000 per year annually for the 
freight on the material and equipment they buy. 

Here, then, is an approach to the restoration of em- 
ployment in the durable goods industry that offers an 
unusually strong appeal, not only because it can be 
accomplished without the delay and expense inherent in 
a less compact and less efficiently organized field of 
action and promises immediate results along a wide 
front, but also because it provides for the consumption of 
material as rapidly as produced and is directed at the 
same time to meet the requirements of an indispensable 
service which is now self-liquidating, but which, unless 
restored to full usefulness, may itself become a charge 
upon the country. The possibilities in restoring the buy- 
ing power of industries’ best customer at this time can 
hardly be overestimated. 


xk *k x 




















Photo by Paul T. Warner 
A Baltimore & Ohio Train on the Reading, near Langhorne, Pa. 
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The Effects of Railway Buying 
Are Felt from Butte to Bogalusa 


roads, what a great many people, including 

even railway men, do not know is that one 
does not have to go to a railroad town to see what 
happens when railroads are forced to reduce expenses. 
Entirely apart from the effect of reductions in railway 
employment and interest payments upon community life 
is the fact that when the railroads apply. the ax to their 
purchases, the effects, directly and indirectly, are felt 
wherever people work—from the mines of Butte and the 
woods of Washington to the lumber camps of Bogalusa 
and the mills and coal tipples near Birmingham; and the 
reason is not only because their purchases are so large, 
but also because they are so diversified and so widely 
distributed. 

There are no manufacturers or large consumers, with 
the possible exception of the Federal government, with 
80 great a diversity of requirements, and no large con- 
sumer comes within hailing distance of the railroads in 
these times in the number of supply sources which benefit 
or suffer in direct proportion to these requirements. 
These facts are not more widely appreciated because 
they have been so little presented. 

The coal miner of Pennsylvania is indifferent to the 
railroads west of the Mississippi and the logger of fir in 
Oregon cares little what happens to railroads in the 

ast. Yet, when the western roads are unable to pur- 
chase locomotives, the equipment builders in Pennsyl- 
Vania require that much less coal for their power plants, 
and, when earnings forbid a large construction contract 
calling for structural timber and piling on the New York 

entral, sawmills slow down on the Pacific Coast. 

M hen the Pennsylvania first applied to the Recon- 

‘truction Finance Corporation for a loan of $77,000,000 

lor the electrification of its Philadelphia-Washington 

rs residents of Arizona were not the only people who 
f€é unconcerned. The authorities in Washington, 

— yey at first only mildly interested. It smacked too 
that on a purely local enterprise—until it was shown 
a ne project would involve the ordering, delivering 

frecting in a little more than two years on a 230-mile 


WV reac most people know a great deal about rail- 


». From Butte to Bogalusa 


Challenging facts about the importance of rail- 


roads found in the wide diversity and 
distribution of their buying 






front of approximately 68,000 tons of steel, 38,000,000 
lb. of copper, 176 new locomotives, alterations on 36 
existing locomotives, and 114 new passenger cars; that 
the project would require the construction of 30 new 
electrical substations, the placing of 8,000 steel poles 
on concrete foundations and the stringing of approxi- 
mately 6,500 miles of wire and the electrification of 
1,082 miles of track; that the project would require the 
direct or indirect employment of approximately 18,000 
persons by the railroad and industries and the payment 
of wages for 50,000,000 man-hours of labor in 38 states, 
including areas as remote as Arizona and Washington; 
and that the work could be started within two weeks 
after the loans were authorized—all of which expecta- 
tions were fulfilled. 

A freight car has no power to stir men’s blood and a 
steam locomotive is just another iron horse, but when a 
railroad recently undertook to build 500 refrigerator cars, 
orders were placed with 46 different manufacturers. The 
material for a steam locomotive comes from 32 states. 
When streamlined trains were recently ordered by the 
Union Pacific for use in the far west, they not only 
constituted a new development in transportation, but 
their construction put 600 men to work at Pullman, IIl., 
increased pay-rolls at Detroit, started looms in North 
Carolina, brought cheer to Alco, Tenn., and called men 
back to work in the mines of Bauxite, Ark. 


Purchases Widely Scattered 


In spite of impressions held in many places and utter- 
ances made from time to time in legislative halls, the 
railroads do not confine their purchases to a relatively 
small number of producers. The far-flung character of 
railway operations and the responsibility of railroads for 
continuity and dependability of transportation service 
demand a multiplicity of sources even for identical ma- 
terials, especially for materials involved in the operation 
and safety of trains, with the result that every state in 
the Union shares directly in the wide range of purchases 
that the railways make. Not only does this appear when 
the purchases of all railroads are considered, but it is par- 
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ticularly to be emphasized that individual roads, even 
though small and inconspicuous, invariably purchase 
heavily beyond the boundaries of the state within which 
they operate. ' 

The Clinchfield is a road of 300 miles not widely 
known beyond the borders of Virginia and the other 





All efforts to comprehend the importance of 
the railroads to the welfare of the country are 
inadequate that overlook the wide diversity 
and wide distribution of railway purchases. 
Not only do their requirements include all 
classes of material but they are obtained from 
hundreds of companies in hundreds of towns 
and cities in every state of the Union,—from 
the copper mines in Butte and the woods of 
Washington to the lumber camps of Bogalusa 
and the coal tipples near Birmingham. When 
the enervating effect of subnormal business is 
everywhere evident, it is not surprising that 
people who know what the buying power of 
the railroads means search for the means of 
restoring it. It is a recovery program which 
the North and the South and the East and the 
West can meet with a real community of 
interest. 











states through which it runs. Yet, even in 1933, when its 
purchases were less than half of what they were in 1929, 
this road drew on cities and towns in 25 states. 

The Lake Superior & Ishpeming is a railroad little 
discussed beyond its area in the northern peninsula of 
Michigan. Yet in 1933, when expenditures for supplies 
were less than 50 per cent of those in 1929, the L. S. 
& I. obtained supplies and equipment from 20 states, 
including those as remote as Massachusetts, Connecticut, 
Maryland, Georgia, Kentucky, Virginia, Ohio, Nebraska 
and Texas. 

The Nevada Northern is less than 200 miles long and 
operates exclusively in Nevada. Yet in 1933, when its 
purchases were only one-fifth of the volume in 1929, 
this road obtained supplies from 11 different states, in- 
cluding the remote states of Ohio, Missouri, New Jersey 
and Pennsylvania. 

The Fort Smith & Western boasts of no large acquaint- 
ance outside of Arkansas and Oklahoma where its 250 
miles of line are located; but in 1933, when this road’s 
purchases were only 38 per cent of the volume in 1929, 
it obtained supplies directly from 25 states, including 
the distant states of Alabama, Delaware, Massachusetts, 
North Carolina, Rhode Island and Tennessee. 

The Richmond, Fredericksburg & Potomac operates 
only between Richmond, Va., and Washington, D. C.; 
yet in 1933, when this road expended only $1,163,000 
for materials and supplies, as compared with $2,869,000 
in 1929, its requirements were directly supplied from 
16 states, including Connecticut, Massachusetts, Indiana, 
Illinois, Iowa, Missouri, Ohio and Wisconsin. 

The operations of the Louisiana & Arkansas, a 650- 
mile line, are restricted to portions of Arkansas, Texas 
and Louisiana; yet in 1933, when its purchases amounted 
to $463,000, as compared with $1,377,000 in 1929, this 
road placed substantial orders with 111 companies lo- 
cated in 19 states, including those as far removed as 
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Minnesota, Wisconsin, New York, Massachusetts, Penn- 
sylvania, Virginia and Tennessee. 

The Chicago & Western Indiana is a terminal road 
whose operations are confined to the manufacturing 
area of Chicago. Yet in 1933, when it purchased only 
$434,000 of materials and supplies, as compared with 
$1,486,000 in 1929, it placed substantial orders with 100 
companies supplying materials from 13 states, including 
Iowa, Minnesota, Wisconsin, Missouri, Nebraska and 
Washington in the West, and Massachusetts, Pennsyl- 
vania and Kentucky in the East. 

The Terminal Railroad of St Louis operates only 95 
miles of lines, all in the St. Louis-East St. Louis indus- 
trial area; yet in 1933, when purchases were reduced to 
$406,856 as compared with $1,922,000 in 1929, this road 
placed orders aggregating $500 or more with 125 com- 
panies supplying material from 14 states, including such 
eastern states as Connecticut, Delaware, Massachusetts, 
New Jersey, Alabama and Maryland, and such far west- 
ern states as Washington. 

When larger roads are considered the wide distri- 
bution of railroad purchases becomes still more apparent. 
The purchases of the Chicago, Rock Island & Pacific 
declined from $33,000,000 in 1929 to $9,390,000 in 1933; 
yet in 1933, this road placed orders with 2,000 com- 
panies, including 53 fuel producers, located in 200 towns 
of 36 states. 

Purchases made by the Kansas City Southern of ma- 
terials and supplies and equipment dropped from $4,991 - 
000 in 1929 to $1,405,000 in 1933; but in 1933 it still 
ordered more than $500 of material from each of 250 
different companies in 69 cities of 19 states, and the 
material was shipped from 27 states. 

Purchases of materials and supplies and equipment 
on the Minneapolis & St. Louis declined from $2,503,000 
in 1929 to $1,142,000 in 1933, but in the latter year 
this road purchased more than $500 from each of 89 





Firms, Cities and States Receiving Orders of $500 or More from 
Representative Railroads in 1933—All Cities and States 
Producing the Materials Are Not Included 


Companies Cities States 


I Oe tit un neSioweseareses ssi oes 20 
Chicago & Tattern TWhidis ...sccicccccccccecs 595 97 20 
Chicago & Illinois Midland ................+.. 93 17 7 
Chicago & Western Indiana ............++.+-. 99 7 5 
Chicago, Burlington & Quincy*.........-...... 808 191 28 
Chicago, Mil., St. Paul & Pac......-s.s0csce0 1,182 333 30 
Chicago, Rock Island & Pacific®.........-.c200- 611 145 32 
NS hate ons ciae ab CeCehee eee ah ine ee 102 59 21 
EE I EN i cagainc nemncanbccberee ne 229 102 20 
ee SEN Oe IS, 655.5. 05s Saco bon ces ce esas 33 10 6 
OS A ee ey eee en 1,052 236 26 
UNE CHE SUE, occ cewccsicsccnseseqcees 249 95 19 
Lake Superior & Ishpeming .................. 43 19 9 
ED. Ai TOURED oo once sescwcccceveccces 111 46 19 
REY Ee PRIN sca ccdiciivececnacewciees 967 388 25 
Wermtongeite EB St. edie. 6oc.cs ccsccsstcwcnsee 186 61 18 
Mmm., so. FP. & Sault Ste. Marie .....00006:6. 770 242 25 
Nashville, Chattanooga & St. Louis ............ 296 122 19 
UN IRIN ei ies ccain, Ueto manne 20 8 8 
New York, New Haven & Hartford* ......... 455 135 19 
I, I ia oe WAS aie Kas oa eGu ne Oke neers nes 200 19 
A Terre 41 25 / 
Richmond, Fred. & Potomac .........++.ee00% 155 63 V 
Se ee ere 512 256 32 
as eRe Oe a te ee 1,397 246 31 
SE I, EN, 6s tescaesecossawensaes 114 23 A 
co SS a ere 412 120 = 
REE TESS os SR UG Cm oe ee a ea ah 140 20 
ee eae et eee 317 130 20 


* Excluding heat, light, water and power companies, contractors and 
cartage. 


Note. The number of states from which the railroads receive the ahi 
ments of materials generally exceeds the number of states in which t 
railroads place their orders. 





companies in 58 cities in 18 states, and the material 
came from 25 states. 

In 1933 the Chicago, Burlington & Quincy spent $26, 
695,000, or 70 per cent, less for materials and equipmet! 
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than in 1929; yet approximately 654 companies in 195 
cities in 28 states received orders totaling $1,000 or more, 
not counting 108 heat, light and power companies in 
10 states, 33 building contractors in 10 states and 29 
cartage firms in 6 states. 

Last year the Southern Pacific purchased more than 
$500 of supplies from each of 1,400 companies located 
in 145 cities and towns of 33 states, materials and equip- 
ment coming from 847 companies in 78 towns of 31 
states ; printing from 25 companies in 8 towns of 5 states; 
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which the bills are rendered, producing states necessarily 
appear to receive much less from railroads directly than 
is actually the case. Available records, moreover, are 
wholly deficient in showing the purchases made in pro- 
ducing states by manufacturers and contractors of rail- 
way material and railway work which are located in 
the same or other states. The figures nevertheless are 
challenging. 

Eleven railroads foreign to Alabama and three roads 
operating in Alabama spent $11,650,000 less in that state 
































Where the Railroads Buy 


Dots Show Locations of Towns and Cities in Which One or More Railroad Made Substantial Purchases from One or More Companies in 1933. 


The 


commissary supplies from 324 companies in 36 towns 

of 12 states; ties and lumber from 324 companies in 62 

towns of 9 states, fuel from 29 companies in 18 towns 

of : states, and electrical energy from 19 companies in 
states. 

Without attempting to count the many scattered com- 
panies from which one or more railroads bought less than 
$500 cf material, and while available records of the larger 
purchases are not all complete, it has been found that the 
combined purchases of 26 railroads, operating 93,000 
miles of line, or but two-fifths of the railway mileage in 
the country, were obtained last year, a sub-normal year, 


— 7,816 companies located in 1,661 towns of all the 
es, 


Every State Hit by Decline in Purchases 


ake full extent to which the different states share in 

Way purchases cannot be shown without reports 
‘om all carriers, and, since available details apportion 
&xpenditure for the most part among the states from 


Map Does Not Show in All Cases the Towns from Which the Finished Materials Were Shipped Nor All the Sources of the 
The Records from Which the Map Was Prepared Cover Less Than Half of the Total Railway Mileage in the Country. 


aw Materials. 


in 1933 than in 1929. The direct purchases made in 
Michigan in 1933 by 16 roads, all but one of which are 
foreign to that state, were $1,215,000 under those in 
1929. Montana is the loser by $1,000,000 per year in 
purchases from one of its railroads, and it is empha- 
sized that the supplies obtained indirectly were not con- 
sidered. Ohio is the loser by $6,351,000 per year from 
20 railroads, all foreign to that state. Since 1930, 18 
roads, all foreign to Pennsylvania but two, have been 
spending $12,000,000 less per year in that state, while 
14 roads, all foreign but one to the state of Washington, 
are buying $2,500,000 less in that state, without con- 
sidering supplies obtained indirectly from that state. 
During 1932 and 1933 the railroads which operate 
in the Mississippi Valley states spent for equipment and 
supplies at least $166,000,000 less per year in Illinois 
for supplies and equipment than was spent in 1929; 
$22,000,000 less per year in Colorado ; $12,000,000 less 
per year in Louisiana; $11,000,000 less per year in 
Mississippi ; $20,000,000 less per year in Missouri; $25,- 
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000,000 less per year in Texas, and $11,000,000 less 
per year in Wisconsin. The figures do not include the 
purchases made in these states by roads not operating 
in the Mississippi Valley states and do not completely 
show the volume of materials actually produced in some 
of those states, especially the western states, for the 
roads which do operate in them. 


Cities in Every State Feel Reductions 


The largest cities loom in the railway purchasing 
picture, both because they are manufacturing centers 
and also because they contain the administration offices 





Companies and Cities from Which 26 Railroads Made Purchases of 
$500 or More in 1933* 





State Companies Cities State Companies Cities 
Po ere 176 53 OS Serer cer 4 2 
PEED Sivsicwdees« 29 9 New Jersey .°...... 61 31 
MD divleccse ves 78 32 New Mexico:....... 34 15 
Califormia ......0. 769 56 eee 340 30 
ON Pe ere 33 8 North Carolina 8 8 
Connecticut ....... 131 34 North Dakota ...... 15 9 
DED 9¢-0.06 a00is 5 3 ME ceeeeee eaadans 220 38 
Florida 45 Oklahoma ......... 175 76 
Georgia 20 BR. 1 Se weaidinsea 233 63 
SD wiieodaananke 6 Pennsylvania ...... 333 95 
Illinois 110 Rhode Island....... 22 7 
Indiana 26 South Carolina .... 10 8 
DL Ub aeewe ceaaceare 58 South Dakota ...... 59 20 
Kansas 60 (ere 204 54 
DEE ce ceceaves 290 74 ED in Gace G<6:4:8 a ene 232 75 
SS rere 155 40 ce 21 3 
ON Perr 126 17 eer 4 3 
Massachusetts ...... 129 37 ae 86 29 
ee Perr 115 45 Washington ........ 174 40 
Minnesota ......... 405 36 West Virginia ..... 56 45 
Mississippi ........ 88 43 Wisconsin ......... 295 83 
MEE esecave ves 778 79 Wyoming ......-0. 11 8 
pe Rr ee 29 17 —_— ss 
DO x din veacuss 61 11 7,816 1,661 





* Excludes seven large railroads in the West, four large railroads in the 
South and nine of the largest railroads North of the Ohio River. 





of the largest manufacturers and the offices of whole- 
sale houses and other firms which represent widely- 
scattered producers. Last year 26 railroads operating 
95,000 miles of railroad placed substantial orders for 
material and equipment with 1,377 companies in Chicago ; 
42 companies in Des Moines, Iowa; 46 in Detroit, Mich. ; 
263 in Minneapolis, Minn.; 199 in Kansas City, Mo.; 





Partial Purchases of Material and Equipment in Various States 
by Railroads 


Roads Not Roads Total 

Oper- Oper- Materials and Estimated 
ating ating Supplies Purchased Reduction 1930 
in State in State 1929 1933 to 1933, Incl. 
Alabama 11 3 $15,273,285 $4,626,587 $34,940,000 
Indiana 15 a 18,857,921 6,659,970 36,593,000 
Maryland 12 2 1,234,579 615,495 1,857,000 
Michigan 16 2 2,062,183 847,093 3,645,000 
Montana P 1 1,397,718 550,071 2,542,000 
New Jersey 1 ms 1°503,277 523.730 2'938,000 
New York 19 “ 5,641,750 1,551,527 12,270,000 
Ohio 20 a 9,483,234 3,132,219 19,053,000 
Oregon 1 531,873 137,821 1,182,000 
Pennsylvania 18 1 15,468,015 3,276,261 36,575,000 
South Dakota 2 4 793,183 43,137 2,250,000 
Virginia 13 2 1,472,911 574,091 2,696,000 
Washington 14 2 3,484,138 1,048,910 7,305,000 
West Virginia 12 3 2,414,260 1,138,411 3,827,000 
Wyoming 1 1 868,444 360,000 1,525,000 


Note. The figures are restricted to the value of the orders placed in the 
states by the roads considered and do not show extent to whici other states 
participate, for example, by furnishing the raw material. 





293 in St. Louis, Mo.; 281 in New York City; 97 in 
Cleveland, Ohio; 108 in Philadelphia, Pa., and 101 in 
Pittsburgh ; 59 in Richmond, Va.; 63 in Seattle, Wash. ; 
126 in Los Angeles, Cal.; 55 in Oakland; 483 in San 
Francisco; and 123 in Milwaukee, Wis. These same 
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cities also contain numerous other companies from which 
the railroads obtain their requirements indirectly. 

Railway buying is not confined to such cities, however, 
In fact, many manufacturers in these large cities operate 
factories in other places. One railway manufacturer, 
with headquarters in Chicago, maintains 17 factories 
and branch offices in 15 cities in 10 states. Another 
has 12 plants in 12 cities in 11 states. Still another 
has 6 plants in 5 cities in 4 states, while another has 6 
plants in 6 cities in 5 states. One manufacturer in the 
East has 6 plants in 6 cities in 5 states ; another maintains 
factories in 4 cities in 4 states; another has 9 factories in 
8 cities in 6 different states; and still another has 9 
plants in 9 cities of 6 states. The manufacturing or 
producing operations of many other companies with 
headquarters in the larger cities are located in other 
towns and cities, while, without exception, the pro- 
ducers of material, equipment, fuel and lumber for 
direct shipment to the railroads obtain their requirements 
from hundreds of smaller towns and cities throughout 
the country, or from widely-scattered mines. Espe- 
cially is this true of the South, where thousands of 
farmers also share directly in the railway purchases, 
principally in the role of tie producers. 

An analysis of the towns in which 26 railroads operat- 
ing 95,000 miles of line, individually purchased  sub- 
stantial quantities of material and supplies directly from 
one or more companies last year, shows that they 
included 45 towns and cities in Arkansas, 124 in Illinois, 
28 in Indiana, 82 in Iowa, 79 in Kansas, 74 in Kentucky, 
44 in Louisiana, 46 in Michigan, 40 in Minnesota, 92 
in Missouri, 48 in Ohio, 117 in Oklahoma, and 87 in 





Purchases of Materials and Supplies in Mississippi Valley States by 
the Railroads Operating in Those States 


Total Est’d. Red. 


1929 1933 1930 to 1933, Indl. 
0, ee eee ee $8,500,000 $2,600,000 $17,700,000 
CEN oi o.e bance ows een 27,000,000 5,000,000 66,000,000 
Illinois ................. 220,900,000 54,700,000 498,600,000 
PON Ridin d.t 0s 60 66 ee 6 RRO 10,900,000 2,400,000 25,500,000 
MANGAS .. osc eee cccccecae 10,700,000 2,800,000 23,700,000 
Le 5 eee 16,700,000 4,800,000 35,700,000 
Louisiana .............. 13,700,000 2,900,000 32,400,000 
ee 28,300,000 9,600,000 56,100,000 
Mississippi ............. 4,300,000 800,000 10,500,000 
ee, ee ee 51,700,000 10,500,000 123,600,000 
Nebraska ............--..- 4,300,000 1,400,000 8,700,000 
ree 10,600,000 3,500,000 21,300,000 
Tennessee ............-. 5,500,000 1,700,000 11,400,000 
MERGES ioc 0 bos yew kawws 34,900,000 10,000,000 74,700,000 
Wisconsin .........--++- 13,900,000 3,500,000 31,200,000 


———— 





Wisconsin. Among these are hundreds of inconspict- 
ous towns like Anniston, Fayette and Hasper in Al 
bama; Corning, Crossett, Fordyce and ElDorado ™ 
Arkansas; Falcon, Genoa and Simla in Colorado; Shel- 
ton, Terryville, Seymour and Wallingford in Connect 
cut; Lakewood and Perry in Florida; Athens, Eastman 
and Thomasville in Georgia; Dover, Plummer and Spirit 
Lake in Idaho; Chester, Dolton, Granite City, Lincoln, 
Lockport, Madison, Pana and Peotone in _IIlinas 
Anderson, Attica, Goshen and Bedford in Indiana; 
Bettendorf, Clear Lake, Centerville, Fairfield and Mus 
catine in Iowa; etc. 


What Has Happened in Typical Towns 


That the purchases made by railroads are often widelt 
distributed in the smaller localities, as well as 1. 
larger cities, moreover, is plainly shown by the Pits 
burg & Shawmut, which, while making purchases amo" 
52 companies in Pittsburg last year, bought supplies from 
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35 firms in the little town of Kittanning, Pa. This is 
only one example of similar occurrences throughout the 
country. 

What has happened in the towns and cities as a result 





Purchases Made in Typical Towns in 1933 by Individual Railroads 


Direct Purchases 
1929 1933 


Town State 
Cedar District Idaho $20,299 $10,054 
Des Moines Iowa fal 1,506 
Marshalltown : 11,249 3,603 
Monroe County Coal Field — 435,572 8,804 
Chicago Illinois 303,912 97,047 
Chicago 2,084,300 502,757 
Franklin County : 42,006 1,4 
— Coal Field sa 507,586 
eoria 10 »475 
Atlanta Georgia 163,939 99,039 
Dalton ; 45,026 8 
Hammond Indiana 147,750 31,272 
Terre Haute 22,164 4,633 
Pittsburg Kansas 69,633 32,053 
Louisville Kentucky 24,534 8,416 
_ C — Louisiana 25,378 9,765 
Shrevepor 396,921 136,131 
Boston Massachusetts 21,823 4,476 
Detroit Michigan 13,908 8,176 
Escanaba 88,376 39,686 
Gladstone 58,85 "42 
Sault Ste. Marie 16.273 3347 
Ste. } ‘ 12,34 
——— Minnesota 7,865 660 
etroit Lakes 22,259 3,497 
——. — 125,014 
| . 9,1 17 
Minneapolis 315,791 138,737 
Minneapolis 1,094,577 359,211 
Northwoods 137,501 69,483 
St. Pau 404,38 "195 
Shovel Lake 16,086 1038 
i a. 54,585 No 
ype ity Missouri 1,505,003 776,534 
St. Louis 47,01 9,143 
= Louis 51,168 5,051 
— 2,964 404 
Newar ; 25,391 2,103 
oe oe City New York 1,091,488 191,470 
toches 13,835 2,866 
ag amnel Ohio 101,955 27,976 
adsworth _ 10,710 2,851 
a Fields iat 16,520 43°825 
regon 39,152 10,470 
eat a Pennsylvania 8,349 548 
tts 83,999 48,753 
Watertown South Dakota 3,396 1'303 
—— Tennessee 7.369 2,341 
n 7,259 3,046 
—e 302,599 163,807 
an 5,493 1,776 
; y 51.594 23.434 
ohnsonville 114,058 None 
Memphis 18.148 4,775 
Palmer-Coalmont District 480.718 307.141 
Pikesville 64.250 13,568 
ga District 10.603 1,73 
ite Blu "20 0: 
16,209 02 
Beaumont Texas 30,746 13 tis 
Fort Smith 20.317 8.644 
Port Arthur 135,514 21,980 
exarkana 26,620 15,467 
Beets, City Utah 21,435 7289 
F : - 4,522 896 
a Fir Territory Washington 62,792 24,355 
T 12,644 ,40 
—. a 27,885 3.743 
Saale t. Wisconsin 16,432 None 
Genet tee 9'905 220 
Ladvamith 111,310 31,801 
Mellen 45,938 None 
Milne akee 33,228 5,047 
ee wan 24,975 
Cotten 397 4,364 
0 15,552 None 
Park Falls 31,416 563 
hillips 18,323 7,523 
rentice 43,232 8.142 
Le ae 
ite Lake : 1670 
. 11,258 ,670 
Southern Hardwood Territory Louisiana 108,951 103 Me 
cee > 
Note, 


; The values are restricted 
é § ed to the purchas 
instance and do not inclu : ir 


Meurred by the railroad o 


‘ - one road in each 
de any other expenditures which may have been 
r the railroad’s employees in the particular town. 





of reductions in railway purchases will appear in part 
tom the expenditures made in a few of them in 1929 
and 1933 by single roads for materials and supplies alone. 
Mi. purchases from a single road declined from 
C 9972 in 1929, to $8,804 in 1933 in the Monroe 
ha coal field of Iowa and from $303,912 in 1929 
0 $97,047 in 1933 in Chicago. Those of another rail- 


RAILWAY AGE 685 


1933 in the same city. Retrenchments in the buying of 
single railroads reduced expenditures from $637,858 to 
$507,586 in the Fulton-Peoria, Ill., coal field; from 
$137,750 to $31,272 in Hammond, Ind.; from $69,633 
to $32,053 in Pittsburg, Kans. ; from $396,921 to $136,- 
131 in Shreveport, La.; from $88,376 to $39,686 in 
Escanaba, Mich.; and from $58,851 to $4,421 in Glad- 
stone, Mich. One railroad reduced its purchases from 
$315,791 in 1929 to $138,738 in 1933, while another 
railroad reduced its purchases from $1,094,577 to $359,- 
211, in Minneapolis, Minn. Records of single railroads 
further disclose declines from $404,381 to $166,195 in 
St. Paul, Minn.; from $54,585 to nothing in Virginia, 
Minn.; from $1,505,000 to $766,554 in Kansas City, 
Mo.; from $1,091,488 to $191,470 in New York City; 
from $101,953 to $27,976 in Cleveland, Ohio; from $62,- 
792 to $24,355 in Portland, Ore.; from $20,317 to 
$8,644 in Fort Smith, Ark.; from $135,514 to $21,980 
in Port Arthur, Tex. ; from $45,938 to nothing in Lady- 
smith, Wis. ; and from $33,228 to $5,047 in Mellon, Wis. 


road dropped from $2,084,300 in 1929 to $502,757 in 
ng 


Employment Reduced in Small Towns 


The immediate results of these reductions in railway 
purchases in various cities are further indicated by the 
experience of producers of railway supplies and equip- 
ment in some of these or similar towns in the various 
states. 

Marion, Ind., is one of four beneficiaries of a railway 
supply manufacturer that paid $51,500 in local taxes and 
$104,000 in Federal taxes in 1929. Although condi- 
tions were improved this year by the increased railway 
buying, this one plant in Marion employed only 190 





Employment in Typical Railway Supply Industries—1929-1934 





Wage Earners Wages 
State and Town 1929 1934 1929 1934 
Alabama: 
LE a a i ee 320 167 
California: 
RE = reseciardnnanseatnasthes 75 25 
Tllinois: 
I ose Sees or snetinsaes 26 19 35,130 11,60( 
RIED. og:.cs honcenelasiarn Rear atau 125 125 315,000 225,006 
ED 5-5 Geics veces Dante 200 50 400,000 100,00 
COMIN oiee wiiers eee vain oeeaie’s SL 36 140,000 90,000 
Ce OS ETE AD ee ene 20 10 30,000 17,( 
SENN, Wiss ciency pana ness 10 7 71,000 34,457 
SE Soa wiplnt relat acerde einere 300 300 376,987 326.331 
SOEUR, a is\alova) oss cmavaietarsielains 75 20 65,000 13,000 
ON Bee ee re 570 400 1,300,000 620,006 
Se ee ra 550 375 706,784 29,3951 
Indiana: 
No nie crowrarae.sie 30% 1,084 DOGS Beaks ; 
OE re 25 10 19,242 7,067 
eae on err 760 342 1,296,734 33,17 
BENE -os.5.5:2 wis Se iasrsleretendic 121 470 115,861 
WIE, 22 5 recess Grover ancar sence sere1s 56 36 77,106 # 
EMERY owicia uci nte wn oawewis oar 559 190 670,000 07,00 
Maryland: 
noe ee ne Oe ary Ree 80 73 136,000 79,00( 
Massachusetts: 
MMOL, ceia areas orcnciwanie eres 1,200 i ae ore ts 
Ne ena irda P Ree 451 362 644,488 396,396 
PYOMUNGHAM 5.0.6 <cccenccces 500 errr qT aS 
Ro a ee eee 25 11 48,202 8,007 
Michigan: 
Benton Harbor «ois. ccciens 125 35 200,000 25,000 
RRMNCUEEL PRUNE Goh cus 3s ois iereicia sors 335 150 515,000 192,000 
Missouri: 
Crystal CRY csi cecccsiesise ss 1,577 1,086 2,342,523 869.9611 
in NE fo hay, cal, a are c/eveiwhsierel’ 344 226 530,037 198,663* 
New Jersey: 
CAMGEN _0)0.0.0:0:0 cccie hve tseree 120 TOC... aes ee 
Fersey CHY. oes visivisccasivieeos 1,045 912 1,744,120 1,229,384 
PASSAIC 20 sccecsersceseccsers 125 5 108,000 85,000 
I se ass slew ses coh oils 106 18 14,858 1,759 
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Employment in Typical Railway Supply Industries—1929-1934— (Cont'd) 


Wage Earners Wages 
State and Town 1929 1934 1929 1934 
New York: 
SEE Gack ecaewekesiven wens 725 220 ~=1,200,000 170,000 
DE -25c6c0s sees dedaasvowes 230 245 4,865 5,250 
TS a eee 353 224 557,352 174,3744 
ME Vide tddetene tedeieccees 274 189 396,000 174,000 
Ohio: 
DS cnpegansvenerecewe 910 691 = 1,253,098 641,508! 
a ati lacaa shis au alvin adaware 125 25 125,000 25,000 
DD cacsvtpeweseoueeees 200 130 281,877 130,000 
SED ee nesc0 coesoeedeoes 79 52 2,690 1,121 
aes ies ie maria 449 128 51,3645 10,3065 
EE  cckecar lac ¥ae opeees 51 326 6,386 37,4435 
I a ais en cin ag eae 333 244 500,046 168,464! 
SE Reena at anced 432 357 48,0385 28,1155 
CO ee a 286 144 406,377 142,613 
0 ae 261 597 22,8485 55,6365 
i Ear Idle ee... “wage 29,4355 
EE vicvea peseweue as Idle We spears 36,055 
Pennsylvania: 
IN Be heen all aa Raa aal bas 191 164 155,125 70,3291 
I a's Weg aah Sh Gi nits hoc 1,141 1,098 2,032,266 933,772 
DE Giver cceckeaendddus 655 489 =1,171,259 304,071 
East Pittsburgh .........cce- 13,883 6,501 25,353,384 6,459,067 
rier 100 50 76,000 35,000 
EE era GlS:d wecc eae sda ade 297 285 31,779 21,335 
DE Sacks tha ecaeedclnnaieaes 346 168 499,108 150,2031 
ND ae koe dal nwnn seca 1,870 1,432 2,969,834 1,093,949 
REE ER Ee Re 235 200 382,600 154,900 
BOE 690 00k ceecce women es 485 250 380,000 200,000 
CN iri gd dacs glee oie 2,892 2,555 303,686 241,955 
Homewood, Pitts. ........... 248 774,365 296,973 
DEE ded cdueswaneuees 1,216 1,095 2,230,255 728,803! 
.. Faas ees 320 275 502,845 241,568! 
Meadville Pn ee 112 73 166,234 46,6408 
re rere 55 26 141,810 49,4291 
ee 144 148 246,390 104,893? 
EAGT ee eG Ee 6,118 3,359 7,101,435! 2,749,326: 
A 524 273 ,00 90,164! 
RN Ree aac ce wae en’ 1,955 1,361 226,749 109,912 
CE side edias nebse+ssesinne 2,362 987 3,807,831 973,548 
South Philadelphia .......... 2,068 1,712 3,774,165 1,751,267? 
Stoyestown chet aseewwesue ae 117 114 13,678 3429 
EEE aN 35 23 39,780 14,465! 
Virginia: 
CIES: cavecwkteesenssee 44 62 49,098 39,4423 
I Fax Sts ate velema ed ken ead 501 e060 wmweee,. 1 Zevese 
West Virginia: 
NE, rh ae ea gers cenine 454 655 753,290 681,545! 
IEE So we nciaen a eice qrerarene 42 33 69,541 17,7113 
Wisconsin: 
OE Ce 1,200 720 = 1,800,000 700,000 
I ioc a oc wolegndaainns rors 


Chicago; Milwaukee; Rockford; 


Buffalo; Pittsburgh and Ber- 
. > eee Ee 


000 


_ _ ca, 22 950,000 
52 car plants—var. locations.. 34,250 12,075 49,700,000 11,700,000 


19 mo. 

210 mo. 

5 8 mo. 

* 40 wk. 

5 September. 





wage earners this year and expended only $207,000 
locally for labor, as compared with the employment of 
555 wage earners at $670,000 in 1929 for labor. 

Vital to the community life of Reading, Pa., is a 
producer of railway supplies that has been compelled to 
reduce its force from 1,955 wage earners in 1929 to 
1,361 in 1934 and its pay-roll from $226,749 to $109,912, 
largely because of the reduction in railway purchases. 

A factory of prime importance to Buffalo, N. Y., re- 
duced its employment from 725 wage earners in 1929 to 
220 in 1934 and its payments for labor from $1,200,000 
to $170,000 because of the decline in railway purchases 
upon which it entirely depends. A factory of major im- 
portance to Benton Harbor, Mich., reduced its expendi- 
tures for labor from $200,000 to $25,000 because of de- 
clines in railway buying on which it depends. For the 
same reason, although not to the same extent, a single 
factory in Boston, Mass., is employing only 800 men 
this year, as compared with 1,200 in 1929, while a 
similar factory in Framingham, Mass., is employing only 
300 men, as compared with 500 in 1929. 

In Milwaukee, Wis., is a $3,500,000 industry that paid 
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$200,000 taxes in 1929 which has been forced to reduce 
its employees from 1,200 in 1929 to 720 in 1934, and its 
expenditures in that city for labor from $1,800,000 in 
1929 to $700,000 in 1934, largely because of declines in 
purchases by railroads. 

One industry in Chicago that paid $108,000 in taxes 
in 1929 has been compelled to reduce its expenditures 
for labor from $400,000 to $100,000 because of declines 
in purchases by railroads upon which it wholly depends, 

Entirely because of declines in railway buying, another 
industry with plants in Chicago, Milwaukee, Wis., Rock- 
ford, Ill., Buffalo, N. Y., and Pittsburgh, Pa., is spending 
$550,000 less for labor this year in those cities than in 
1929. In Dillonville, Ohio, a coal mine is working only 
128 men this year, compared with 449 in 1929, because 
of declines in railway purchases. Similarly and for the 
same reason, one industry in East Chicago, Ind., is em- 
ploying 160 fewer men, while the third largest industry 
of Roanoke, Va., has reduced its employment from 501 
wage earners to 108, and one of the principal industries 
of Birmingham, Ala., has reduced its employment from 
320 to 167. 

Notwithstanding increases in railway buying this year, 
a $54,000,000 industry in Pittsburgh that paid $1,500,- 
000 taxes in 1929 has been forced to reduce its force 
from 6,118 wage earners in the first nine months of 
1929 to 3,350 in the first nine months of 1934, and its 
expenditures for labor from $7,100,000 to $2,750,000, 
because of the declines in purchases from railroads which 
take 90 to 95 per cent of its output, while another in- 
dustry in Pittsburgh, Pa., partially because of declines 
in railway buying, has reduced its employment in that 
city from 13,883 to 6,501, and its pay-roll expenditures 
from $25,355,000 to $6,450,000. 

The largest industry in Elkhart, Ind., is a $1,780,000 
business which paid $28,426 locally in taxes. Yet, be- 
cause of reduced purchasing by railroads which take 65 
per cent of its output, that industry is employing only 
342 men this year, as compared with 760 in 1929, and 
is paying $865,000 less per year for wages and salaries. 


70,000 Varieties of Materials 


The purchases of the railroads, it should be empha- 
sized, do not consist alone of new locomotives and cars 
and are not only composed of those materials peculiar 
to rail transportation; but they also include the widest 
variety of products of American industry, including auto- 
mobiles, tractors, trucks, telephones, radios, typewriters, 
computing machines, office furniture and all materials 
familiar to the building trade. The Public Works Ad- 
ministration has divided the materials and supplies purt- 
chased for P.W.A. projects into 50 different classes. The 
railroads have almost uniformly followed the practice 
of dividing their purchases into 50 primary classes since 
1911 and the combined purchases of the railroads have 
been reported in 30 classes since 1923, so great is the 
diversity of their buying. The average trunk-line rail- 
road regularly carries in stock 50,000 or more different 
kinds, varieties and sizes of material, while 20,000 or 
more varieties of special items are normally purchased 
yearly. 

Besides steel rail, the railroads purchase a wide variety 
of track accessories, including switches, guard rails and 
braces, tie plates, spikes, bolts, rail anchors, fence wire 
and hardware, and a wide variety of track tools, includ 
ing chisels, spike mauls, drills, picks, shovels, adzes 
brooms, wrenches, track jacks, track motor cars, wee 
cutters and burners, and other power tools. 

The requirements of one railroad for one year prio! 
to 1930 included 2,200 tons, or 45 carloads, oi track 
bolts ; 3,500 tons, or 70 carloads, of track spikes ; 15,000 
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tons, or 300 carloads, of tie plates; and 18,000 track 
shovels ; and the purchases of all the railroads in 1929 for 
track materials amounted to $70,971,000; in contrast, in 
1933, they fell to $16,950,000, a reduction of $53,000,000, 
or 7) per cent. : 

Their purchases include all kinds of structural steel 
for bridges and buildings, as well as plates, sheets, forg- 
ings and shapes for building and repairing locomotives 
and cars and other structures. For this class of material 
alone, the railroads spent $53,330,000 in 1929 and only 
$13,750,000 in 1933—a reduction of $43,500,000, or 76 
per cent. The requirements for railway signaling include 
telegraph and telephone wire and instruments, pole line 
hardware, batteries, complicated equipment for operating 





Railway Purchases—Materials and Supplies—1929-1933* 

















1929 1933 Reduction 
(Thousands) (Thousands) (Thousands) 
Fuel: 
Cel) sce aule sears Sos ee ewe een anes $296,371 $151,150 $145,221 
ere ee ry er re 62,132 24,350 37,782 
MEE. sacursutohsesveriaaers 5,889 3,650 2,239 
Tele SOM vawkcockiessees ones ees $364,392 $179,150 $185,242 
Forest Products: 
eel WON Goa ncte dias cme wenes es bees $83,421 $19,750 $63,671 
Switch and bridge ties . Me 10,642 3,040 7,602 
Timber and lumber ..... 55,002 16,250 38,752 
Other forest products 8,486 2,145 6,341 
Total forest products ......+. $157,551 $41,185 $116,366 
Tron and Steel Products: 
ee ea ar eee $94,195 $10,650 $83,545 
Wheels, axles and tires .......... 41,269 19,05 22,219 
UNG TUMERIIIOR. 6 oso sss.cn000case 70,971 16,950 54,021 
‘Structural and bar steel.......... 57,330 13,750 43,580 
ee SO eae er 7,194 3,390 3,804 
Telegraph and signal. .......00es 30,878 6,245 24,633 
Bolts, nuts, springs, etc. ....... 20,272 8,550 11,722 
Locomotive and car castings ..... 65,086 19,150 45,936 
‘Machinery, boilers and misc. ..... 50,645 14,950 35,695 
Total iron and steel ........0% $437,840 $112,685 $325,155 
Miscellaneous : 
MONG. Scloiec ama mee eiebare ss:si6 $7,628 $1,350 $6,278 
Lubricating and illuminating ..... 24,328 13,340 10,988 
Metals and metal products ....... 57,497 19,550 37,947 
LR eR Sear 23,750 5,160 18,590 
Appliances, locomotives and cars. . 25,043 8,650 16,393 
iectrical MAQrMl 2<<530666500< 17,641 6,950 10,691 
‘Stationery and printing ......... 25,567 11,575 13,992 
Supplies for dining cars ......... 28,899 9,350 19,549 
Rubber and leather goods ........ 9,657 4,505 5,152 
Paint supplies, drugs and chemicals 35,985 14,900 21,085 
Train and station supplies and 
2 ee AT ee 113,757 29,400 84,357 
Total miscellaneous ........... $369,752 $124,730 $245,022 
OEE NEED Sas eeenia eels * $1,329,535 $457,750 $871,785 





+ . . . 
* Excludes new locomotives and cars and materials and supplies ac- 
quired under construction contracts. 





switches and indicating train movements, etc.; they are 
so diversified that many railroads operate separate store- 
houses to handle them, the total expenditures for these 
materials alone reaching $30,878,000 in 1929 and declin- 
ing to $6,250,000 in 1933, a reduction of $24,625,000, 
or 80 per cent. 

_ Purchases of such commonplace commodities as bolts, 
rivets and springs not otherwise classified, amounted to 
$20,272,000 in 1929, thereafter declining to $8,550,000 
in 1933, a reduction of $11,722,000, or 63 per cent. 
Electrical equipment, not included in other purchase 
classifications, includes hundreds of specialties from elec- 
tric dynamos for lighting cars, locomotives and shops 
and producing energy for extensive welding operations 
and magnet cranes, to electrical equipment for crossing 
alarms, ventilating systems and for automotive and train 
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operation. For this material alone, the roads spent 
$17,641,000 in 1929 and but $6,950,000 in 1933—a re- 
duction of $10,590,000, or 60 per cent; they also spent 
$25,043,000 in 1929 for special mechanical appliances 
for cars and locomotives, not counting those included in 
new equipment. In 1929, they spent $50,640,000 for 
furnaces, lathes, power presses, and an assortment of 
machine tools, the variety of which can be appreciated 
only- by visiting a locomotive repair shop. By contrast, 
corresponding expenditures in 1933 were only $14,950,- 
000, a reduction of $35,695,000, or 70 per cent. 

They buy fuel oil, gasoline and kerosene by the tank 
load, but they also require so many kinds of special 
greases, oils and lubricants for trains, machinery and 
automotive and equipment and track, as well as illumi- 
nating oils for use in lanterns and switch lamps, as to 
justify elaborately equipped oil-houses on many roads 
to house and distribute such supplies. The expenditures 
for these supplies, exclusive of the fuel oils, amounted 
to $24,328,000 in 1929 and declined to $13,340,000 in 
1933, a reduction of $11,000,000, or 50 per cent. 

The purchases of the railways include 100 different 
classes of products of the rubber, leather and fibre goods 
industries in the form of hose, belting, piping and in- 
sulation, representing an expenditure of $10,000,000 in 
1929; more than 150 different classes of glass, drugs, 
chemicals and paints, involving an expenditure of $36,- 
000,000, in 1929; 600 classes of materials and products, 
such as lamps, lanterns, blankets, tinware, filing cases, 
stoves, etc., for use on locomotives, trains, and in sta- 
tions, offices, etc. 

These purchases are exclusive of $25,567,000 expended 
in 1929 for stationery and printing, and approximately 
$28,599,000 for tableware, utensils and equipment, as 
well as supplies for restaurants and dining cars. 


Recovery Hinges on Purchases 


It should be unnecessary, after the prolonged period 
of the depression, to state, and still less necessary with 
the facts presented, to argue that when reductions are 
made in purchases from the industries that undertake to 
supply the requirements of the railroads directly, corre- 
sponding reductions are required in the employment and 
pay-rolls of those industries in hundreds of cities and 
towns all over the country; that the wage earners who 
lost their jobs in those industries and those who con- 
tinue to work in those industries, but with the fear of 
further reductions facing them, reduce their expendi- 
tures; and that each industry immediately affected by 
the reductions in railway purchases must also pare its 
expenditures for materials and supplies from other indus- 
tries, thus causing other industries and their employees in 
the same or other towns to reduce their expenditures 
until the solvency of the communities yields with increas- 
ing speed to foreclosures, bankruptcies, human suffer- 
ing, and finally to the dole. 

Railroads are often called the arteries of commerce 
because they are carriers of passengers and freight, but, 
when the volume, diversity and distribution of their 
buying power is considered, the appropriateness of the 
metaphor becomes more apparent. Maintain and con- 
serve the channels of trade, and cities and towns prosper. 
Restrict and improverish these arteries of business and 
the country suffers. -When the enervating effect of sub- 
normal business is everywhere evident, it is not surpris- 
ing that people who know what the buying power of 
the railroads means to the country, search for the means 
of restoring it to some measure of its normal propor- 
tions. It is one field of study where the North and the 
South and the East and the West can meet with a real 
community of interest. 




















Railways’ Purchases 


to Trend of Net Earnings 


Respond Invariably 


Past performance shows that reduced earnings always bring reduced 
purchases and that revival in profits makes avid 


E ARE still living under the capitalist system 
in this country, and the fuel which makes capi- 


talism go is profits. This is true in the railroad 
business just as it is in any other business. If profits 
disappear, then business activity subsides. There is no 
alternative. If a business earns no profit, then it has no 
funds with which to buy materials and equipment to ex- 
pand or improve its service. Furthermore, if it has no 
profits, it likewise has no credit, so it cannot borrow 
money for expansion or improvement. 

The opinion seems to prevail in some quarters that all 
that is needed to enable the railroads to contribute to the 
revival of the durable goods industries is to make liberal 
loans for that purpose available to them through the Re- 
construction Finance Corporation or PWA. This sup- 
position is in error. Only roads with good credit can 
borrow government money. The government agencies 
do not lend money to railroads whose credit is unsatis- 
factory. And the railroads which do not have good cred- 
it are the ones which are not making any money—an 
uncomfortably large proportion of them, incidentally, be- 
ing in that category today. The use of the credit of the 
federal government where private sources are unable to 
supply it, is legitimate and helpful. But such credit can- 
not be, and is not being, extended to railroads which 
have exhausted their ability to command it by reason of 
the fact that they have gone so long without earning 
any profits. 


Profits Principal Source of Purchases of Durable Goods 


Revival of the durable goods industries is necessary 
for economic recovery. The customers of the durable 
goods industries are, to a large extent, other industries. 
The profits of these other industries are the funds upon 
which they rely very largely—either directly or as a 
source of credit—for their purchases from the durable 
goods industries. If their profits decline sharply, then 
their purchases from the durable goods industries per- 
force must decline also. The problem of reviving the 
durable goods industries, thus, in large measure, résolves 
itself into one of increasing the profits of the industries 
which buy durable goods. 

The railways, as has been shown in preceding articles 
in this issue, are normally one of the best customers the 
durable goods industries have. Their patronage has been 
pretty scanty in recent years because they have not had 
the profits to spend. But they want to increase their 
buying and they will increase it if they are given an 
opportunity to make some money. This is not an idle 
theory, but a demonstrable fact. It is shown graphically 
in chart A herewith. This chart outlines railway net 
operating income and railway purchases month by month 
for 1932, 1933 and the first seven months of 1934. Note, 
how, when the line showing net railway operating income 
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—the technical accounting term for income after oper- 
ating expenses and taxes have been paid—begins to rise, 
the lines showing railway purchases, a month or two 
later, also start upward. And, conversely, how, when 
net railway operating income begins to fall, purchases 
immediately thereafter tend downward. 


Rise in Revenue Must Precede Purchases Expansion 


The cause and effect relationship between net railway 
operating income and railway purchases (excluding fuel) 
during the past two and one-half years is clearly shown 
in the following table: 


Average Monthly 
Net Railway Oper- 
ating Income 


Average Monthly 
Railway Pur- 
chases Excl. Fuel 


(thousands) (thousands) 
First Half of 1932 $18,270 $25,000 
Second Half of 1932 36,100 19,600 
First Half of 1933 25,800 18,000 
Second Half of 1933 53,200 26,800 
First Half of 1934 37 600 34,800 


The average net railway operating income earned in 
the first six months of 1932 reached the low point for the 
depression. Note the result, as shown in the table, name- 
ly, that railway purchases were reduced in the second 
half of that year, offsetting the decline in profits suffered 











The Public Interest in Railway Earnings 


The railways always have spent liberally for 
equipment, materials and supplies when their 
profits gave them the funds, or the credit, to 
finance such expenditures. 

Revival in earnings following severe re- 
trenchment results not merely in a resumption 
of normal buying by the railways, but, for a 
time, in an abnormally high relationship of 
expenditures to income. 

The railways are thus in a position now 
where increased income for them would make 
them buyers of durable goods entirely out of 
proportion to the expansion in their earnings. 

With national recovery dependent upon re- 
vival in the durable goods industries, it is to 
the direct interest of every citizen that the 
necessary steps be taken to permit railway net 
operating income to increase. 
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in the first half. In the first half of 1933 purchases did 
not show the increase that might have been expected, 
because of the banking holiday and the absence of credit. 
By the second half of 1933, however, purchases were 
definitely on an upward trend. By the first half of 1934, 
stimulated by a further rise in profits in the second half 
of 1933, purchases were more than double what they 
were in the same period of the preceding year. Plainly 
the one infallible method of encouraging the railways to 
spend more money a few months hence is to enable them 
to make some money now. 


Forty Millions Monthly Needed for Fixed Charges 


The railways need some net railway operating income 
to pay interest on their indebtedness and for rent of 
leased lines. Ordinarily a company will not loosen up 
its purse strings to expand its purchases until the mini- 
mum profit needed to meet these unavoidable charges has 
been exceeded. Charges of this kind in 1933 totaled 691 
millions. Not all this had to be met out of the net income 
from railway operations, however, since the railways had 
other income (mostly interest on investments) which 
totaled 211 millions, leaving 480 millions, or an average 
of approximately $40,000,000 a month, which net railway 
operating income must equal before fixed charges alone 
can be met. 

The above figures are, of course, for.the railways as a 
whole. When the profits of the railways as a whole de- 
cline almost to nothing, as they did in July, 1932, there 
are still some railways which earn more than enough to 
cover their fixed charges. Similarly, also, when net rail- 
way operating income for the roads as a whole is suffi- 
cient to cover fixed charges, there will still be a consider- 
able number of individual companies which are falling 
short of meeting their own charges and which, therefore, 
cannot expand their purchases. Nevertheless, when the 
roads as a whole are earning more than enough to meet 
these charges, certainly a greater number of individual 
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purchases than otherwise. In only one month of t 
current year—March—have profits been great enough 
cover the monthly average needed for fixed charges. 


companies will have funds with which to expand their 
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sustained increase in railway buying can be looked for 


with such earnings as these. 


Abnormal Expansion of Purchases 


Indicated When Earnings Revive 


The close correlation of purchases with net railw 
operating income is not a new phenomenon. 
isted from the first. This is shown in Chart B, whi 
shows total railway purchases and net railway operati 
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income for each of the eleven years 1923-1933 inclusive. 
It is worth noting how, without exception, a tall structure 
of purchases always rests upon a deep foundation of net 
railway operating income, and how invariably a shrinkage 
in the latter brings a proportionate decrease in the former. 


The relatively heavy purchases in 1923 in proportion 
income resulted as the aftermath of the shop strike 
1922. 


The railways found themselves faced with a hea 


to 
in 


vy 


accumulation of undermaintenance at a time when in- 
creasing traffic made it necessary to eliminate this under- 
maintenance, and, at the same time, provided revenues 


with which to do it. The result was abnormal expansi 


on 


in purchases with reference to income. With maintenance 
work accumulated as it has in this depression, an upturn 


in traffic and revenues would unquestionably result in 


an 


expansion of purchases in even greater proportion to in- 


come than that which occurred in 1923. 


Retrenchment Is Not Economy 
The way the railways manage their business is not 


in 


any way different from that followed by other businesses, 


or by private individuals, for that matter. 
citizen whose income declines first begins by being m<¢ 
economical in his expenditures. He does not deny hi 
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Chart A—How Purchases by the Railways Have Followed the Trend of Their Earnings in the Past 2/2 Years 
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self or his family anything they really need, but he makes 
his expenditures with more care. There are some ex- 
penses which he has to make if he is to keep his house- 
hold going. 

He cannot avoid paying his taxes; he has to pay the 
grocer, If his income declines still further, mere econo- 
my is not sufficient. He begins to postpone expenditures, 
which in industry is known as retrenchment. Retrench- 
ment does not save anything in the long run, but it cur- 
tails expenditure now. The impoverished householder 
wears his clothes until they become threadbare. He post- 
pones the coat of paint his house needs badly. He puts 
off going to the dentist, even though he knows that the 
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betterments, the amount of business which the railways 
stand ready to give the durable goods industries to offset 
these retrenchments alone would go a long way toward 
restoring normal activity and employment in many of 
them. But catching up on undermaintenance cannot be- 
gin for the railroads until they start to earn some profits, 
any more than the unemployed man can buy himself a 
new suit of clothes. 


Larger Earnings a Certain Way, and 
the Only One, to Increase Purchases 


The problem of the industries which sell their products 
to the railroads is thus a question of letting the railroads 
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Chart B—For Railway Purchases to Reach Great Heights the Railways Must First Be Permitted to 
Have a Deep Foundation of Earnings 


delay not only will not save him anything, but will actu- 
ally cost him more in the long run. Still the dental work 
can wait. 


Making Up for Past Retrenchment 


Now the railroads are in much the position of the man 
who has not been to the dentist, or painted his house for 
several years. Give such a man an increase in his earn- 
ings and, for a good while to come, all of that increase 
will find its way quickly into circulation. Making up 
for past retrenchment alone makes him an active cus- 
tomer with every cent of money he can lay his hands 
upon. The railways are in that position exactly today. 
Their retrenchments—expenditures which cannot be 
avoided indefinitely but which have been postponed— 
reach a total conservatively estimated in the hundreds of 
millions. Without allowing anything for additions and 


earn some money. There is no more question of what 
the railways will do with the money if they get it than 
there would be about what an unemployed man would 
do with his first pay check after he gets a job. The de 
mand by the railroads for durable goods exists to a de- 
gree unprecedented, perhaps, in history. The potential 
supply of such goods is also entirely adequate to the de- 
mand. 

All that is needed, therefore, to start a huge vol- 
ume of production by the durable goods industries 
is something to turn the now impotent demand of 
the railways into an effective demand—which is 
simply another way of saying: How may railway 
profits be increased? ‘To the answer of that que 
tion the four following articles in this issue at 
devoted. 
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Increasing Railway 


Net Earnings by — 


EQUALIZING CARRIER COMPETITION 


The railways are suffering a billion-dollar annual rev- 
enue loss to subsidized and unregulated competitors 


OREMOST among measures needed to restore the 
- net earnings of the railways—and thus enable them 

to become active customers of the durable goods 
industries—are enactments by Congress and the state 
legislatures which will: 

(1) Equalize the public regulation of rates, services, 
accounting and operating practices as between the rail- 
ways, on the one hand, and their highway and waterway 
competitors on the other ; 

(2) Eliminate the subsidies now being provided for 
carriers by highway and waterway, thus making such 
transportation entirely self-supporting as the railways 
are; requiring them to pay, over and above the fees 
levied upon them for the use of public property, taxes 
proportionate to the magnitude of their business, thus 
defraying their fair share of the general expenses of 
government. 


No Handicaps for Competitors Being Sought 


There is no desire on the part of the railroads unfairly 
to handicap their competitors in any way. No conten- 
tion regarding the regulation or taxation of these com- 
petitors is made by the railroads which is not supported 
by competent and disinterested observers in no way con- 
nected with the railways. The traffic diverted by these 
competitors, which has grown enormously in the past 
few years, does, however, account for a huge decline in 
railroad revenues. A part of this diversion is unquestion- 
ably attributable to the economy and convenience of the 
services they offer and would not be recovered by the 
railways even if special privilege in the form of sub- 
sidies and lack of regulation were removed. The rail- 
ways are entirely reconciled to the loss of that part of 
the traffic which has been taken from them on a basis of 
teal economy. 

Nevertheless, the subsidies and the absence of regu- 
lation for the newer forms of transportation continue 
and, as long as they do, 


flected in the prices charged. Ii, as happens in highway 
and waterway transportation, a large part of the cost 
is levied, not on the users of the transportation service, 
but upon the taxpayers, then the shippers may, and fre- 
quently do, choose such favored forms of transportation, 
when their total costs are higher than those of the 
railroads. 

The importance of the competitive traffic losses of the 
railways is constantly belittled by spokesmen for the 
competitors. The allegation is made that the railways 
have gained more from the transportation of automotive 
equipment than they have lost by the use of this equip- 
ment for transportation purposes. Definitive figures of 
the volume of commercial traffic handled on the highways 
are not available, and will not be available until highway 
carriers are brought under comprehensive regulation. It 
is to be noted, however, that most of the freight traffic 
the railways enjoy because of the activity of the auto- 
motive industry would come to them anyway from the 
production and use of private automobiles and farm and 
delivery trucks. They would, thus, enjoy practically as 
much traffic as they do now from the automotive industry 
if there were no interurban bus or truck traffic at all. 

Moreover, those who speak in glowing terms of the 
amount of traffic which the railways obtain from the 
automobile industry leave entirely out of account the 
offsetting losses which occurred when the motor dis- 
placed the horse. Feed for horses moved entirely by 
rail, whereas fuel for automotive vehicles moves largely 
by pipe line and tank truck. The horse-drawn vehicles 
were transported from the factory to the users entirely 
by rail, whereas automotive vehicles frequently move 


either under their own power or on “truckaways,”’ so- 
called. 


How Measure Extent of Traffic Loss? 


The fairest gage of the loss of traffic to competing 
forms of transportation 





traffic will not divide it- 
self among the various al- 
ternative methods of trans- 
portation solely on a basis 
of their relative economy 
and efficiency. Division on 
this basis alone can pre- 
vent extravagant waste of 
the national income. Traf- 
fic seeks the route—not 
necessarily of lowest total Act. 
cost—but rather that of 
lowest price. If the agency 
of lowest true cost is to be 
chosen by shippers, then 
all the costs must be re- 


carriers, 


porting. 





Federal Legislation Needed for Justice 
in Transportation 


2. Regulation of water carriers. 
3. Repeal of Fourth Section (Long-and- 
Short-Haul Clause) of Interstate Commerce 


4. Establishment of tolls on improved inland 
waterways sufficient to make them self-sup- 


would appear to be a com- 
parison of the level of in- 
dustrial production over a 
period of years, and the 


1. Regulation of all interstate for-hire motor trend of railway traffic 


over the same period. Such 
a measure of industrial 
production is provided in 
the monthly index num- 
bers compiled by the Fed- 
eral Reserve Board, which 
are based upon the average 
level of production in the 
years 1923-25, inclusive. 
Calling this average pro- 
duction 100 per cent, the 
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Monarch Elevator Company 


<> 


COUNTRY AND TERMINAL ELEVATORS 


MOANNEAPOLIS, MINN. 


UNREGULATED TRUCKING INJURIOUS ALL AROUND 





Our Company is naturally concerned about its investment in 
many elevators on branch railway lines where highway transportation 
has diverted so much of the traffic that the abandonment of the 
railway looms as a real danger. Our situation in each of these 
towns is not dissimilar to that of other property owners in these 
communitiese In at least one respect it is even worse for the 
others - we would move oute Those who remained would confront the 
added handicap of paying substantially higher taxes for the support 
of their schools and local governments as the result of the loss of 


the railways! taxese 


We have found, too, as have many other shippers and receivers 
of freight, that unregulated trucking rates demoralize prices and 
markets. The orderly merchandising of farm produce and other 
commodities, either at wholesale or retail, requires that all pro- 
ducers and’ dealers pay the same transportation charges for the same 


servicee 


But what about the consumer; won't he have to pay higher 
prices for what he buys if highway transportation is regulated? 
I am not sure that he will. In the end the consumer generally 
pays all costs. He may enjoy a seeming, temporary advantage, but 
it is usually short-lived. On the other hand, regulation prevents 
competitive wastes, which probably more than offset in dollars and 
cents paid out by the consumer, any temporary benefits which may 
be passed along to him under unregulated transportatione 


Our Company handles the farmers' grain on a very small margin 
of profit. This would not be possible if we did not know exactly 
what our transportation costs would be today and tomorrow. if 
there were any uncertainty as to what we might have to pay to move 
the grain, our margin would have to be greater to provide against 
that uncertainty. In states which still permit long truck trains, 
grain is being hauled long distances to market on a cut-throat 
rate basise The farmer, in the long run, instead of gaining, will 
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fluctuations in industrial production are shown in the 
accompanying chart down to and including the middle 
of the present year. Taking the revenue ton-miles of 
the railroads (as the best index of their total freight 
traffic) for the years 1923-25 as 100, these fluctuations 
are likewise plotted on this chart so that they may be 
compared with those in industrial production. 

If the railroads were able to hold their own in com- 
petition for traffic, then the fluctuations in their business, 
shown in percentages, should coincide more or less closely 
with those in industrial production, shown similarly in 
percentages. 

A glance at the chart indicates at once how seriously 
railway traffic has lagged behind. It tended to hold its 
own pretty well until 1927. Commercial traffic on the 
highways and waterways, of course, already accounted 
for a huge volume of traffic in those earlier years, but 
so great was the activity in road building and other in- 
cidental construction activities that the traffic resulting 
from them was great enough, up until 1927, to offset the 
rapidly growing carrying capacity of the newer forms of 
transportation. By 1928, however, as the chart clearly 
shows, the traffic diverted by the railways’ competitors 
far out-distanced the tonnage which they helped create 
for them. It has out-distanced such tonnage ever since, 
and by a steadily increasing margin. 


A Billion Dollars Lost Annually to Competitors 


The railways in 1933 moved 249,779 million net ton- 
miles of revenue traffic. If railway business had shown 
in that year the same recovery that industrial production 
in general did (that is to say, a volume averaging 76 per 
cent of the 1923-25 level) freight traffic last year would 
have totaled 307,164 million revenue ton-miles (57,385 
million ton-miles, approximately 23 per cent, more than 
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it actually was). This volume of freight, even if it had 
been carried at the average rate of all railroad freight, 
which was 9.97 mills per ton-mile last year, would have 
produced $572,000,000 of revenue. Actually, however, 
it is a demonstrable fact that most of the business lost to 
railway competitors—particularly their highway com- 
competitors—is high-rated traffic bearing double or more 
the average rate. Consequently, the 57 billion ton-miles, 
presumably lost to competitors in 1933, represents a loss 
of well over one billion dollars in gross revenue to the 
railways. 

Nobody can say with accuracy how much of this loss 
of one billion dollars was due to greater economy and 
convenience of competitive services and how much is 
ascribable to unequal conditions of competition, which 
are purely artificial. That a substantial part of the loss 
was due to these artificial advantages cannot be doubted ; 
nor can anyone question the corollary that the removal 
of such inequalities would restore a substantial volume 
of traffic to the railways—traffic, incidentally, which they 
can handle at lower total costs than their competitors, 
thus keeping the proportion of the national income which 
is to be spent for transportation at a minimum. 

The estimated loss of a billion dollars in annual rev- 
enue to competitors which the railways are sustaining 
right now as a result of competition, does not include 
losses in passenger traffic. In 1923 gross passenger 
revenues totaled 1,146 million dollars and in 1933 they 
had declined to 329 million, a loss of 71 per cent. Un- 
questionably most of this loss is attributable to the pri- 
vate automobile and can not be regained by the railroads 
by regulation of commercial carriers. Some of this busi- 
ness, however, is being handled by buses, the adequate 
regulation and taxation of which would make impossible 
some of the absurdly low rates now charged by some 
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ORANGE AVENUE 
E.37™ to & 40™5ST. 
CLEVELAND, © 


UNREGULATED TRUCKING AND PRODUCE MARKETING 





I have, as manager of this terminal market since June, 1929, attend- 
ed hundreds of trade meetings and discussions, in which the demoral- 
izing effects of the truck on the business represented in our market 
has come under discussion. Our market is the wholesale food center 
of Cleveland, being occupied by 115 firms, made up of wholesale fruit 
end vegetable merchants, wholesale poultry, butter and egz merchants, 
wholesale meat distributors, wholesale cash and carry grocers. 


Of course trucking is entirely necessary to modern food distribution, 
but the present system of permitting contract trucking to run rampant 
without any semblance of regulation has forced the legitimate and es- 
tablished merchants into merchandising policies which are almost im- 
possible to operate business successfully or with any control. 


The present situation on the Cleveland market is such that those in- 
tervals in which a regular flow of agricultural producte from producer 
to consumer to maintain a staple price, from which a satisfactory re- 
turn can be made to a farmer producer, are so few and far between, that 
satisfaction to growers cannot possibly be ziven. 


Operating under a common rate level, when a trucker starts out with 
a load, he will know where he is going and will not be able, without 
getting in touch with his shippers, to proceed to other markets, shop- 
ping the markets as he goes and with his load deteriorating every mile. 


We favor the regulation of for-hire trucking with the Interstate Com- 
merce Commission. 





RUSSELL SWILER 
Manager 
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passenger carriers on the highways, particularly the smal- 
ler and less responsible operators. 

There is no regulation whatsoever of interstate com- 
mercial carriers on the highways and waterways. Rates 
are made to suit the immediate selfish advantage of the 
carrier and shipper involved, with no concern for the 
national interest, nor even the long-run selfish interest of 
either shippers or carriers as a class. Obviously the 
railways cannot compete with such carriers on a basis 
of anything approximating equality while they are re- 
stricted to schedules or rates in which the national 
interest is given primary consideration and in which the 
immediate selfish advantage of neither the shipper nor 
carrier is given any weight. 


Injustice of the Long-and-Short-Haul Clause 


Similarly, the railways are prevented by the provisions 
of the Fourth Section of the Interstate Commerce Act 
and its interpretation by the Interstate Commerce Com- 
mission, from making lower rates for a longer haul, 
where competition exists, than they are willing to make 
proportionately for shorter hauls where competition does 
not exist. The principal victims of this restriction 
are the railways which connect the Middle West with 
the Pacific Coast. The Pacific Coast cities enjoy low 
rates to the Atlantic seaboard via the Panama Canal in 
intercoastal shipping which enjoys many favors at the 
expense of the taxpayers. The railways are not per- 
mitted to make low through rates to the coast to com- 
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pete with these ship lines unless they will make propor- 
tionate reductions to intervening territory which the ship 
2 cannot serve. This the railways cannot afford 
to do. 

The prohibition of purely arbitrary sectional discrim- 
ination in transportation rates is just. However, be- 
cause of the water transportation available, the rate dis- 
crimination between the Pacific Coast and the inland 
territory to the eastward exists despite anything the rail- 
ways have done or can do. The Fourth Section of the 
Interstate Commerce Act, preventing the railways from 
meeting this competition, does not prevent discrimination, 
nor would the repeal of this Section give rise to any dis- 
crimination which does not already exist. As a matter 
of fact, if the Fourth Section of the Interstate Commerce 
Act were repealed so that the railroads were permitted to 
make lower rates to the Pacific Coast to meet the compe- 
tition of intercoastal shipping, the intervening terriory be- 
tween the Pacific Coast and the Middle West would ac- 
tually benefit considerably, since the return of some of 
this traffic to the railroads would cause the operation of 
more trains through the territory, giving rise to increased 
employment, increased payrolls and increased railway 
buying of materials, supplies and fuel. 


How Achieve Equality in Regulation? 
_ Equality of regulation of transportation in the public 
interest requires the enactment of the following federal 
legislation : 
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J. H. DAVIDSON, M. D. 
GILLIAM, MO. 


A COUNTRY DOCTOR'S VIEW OF TRANSPORTATION 





Having practiced medicine for thirty-eight years in an agricultural commun- 
ity within a few miles of a division point on a mid-western railroad, perhaps I 
can qualify as a neutral observer of the condition that confronts the farmers 


and stockmen and the railroads today, 


During the prosperous years from 1200 to 1920 the railroads employed two 
million men at good wages. They lived well and the wages they earned went to 
buy the products of the farm and everything else that goes into the American 
home, They built homes, furnishing a market for the products of the building 
industry and they met the payments on these homes promptly, thereby furnishing 


a safe place for the investment of capital. 


Everybody prospered, But conditions were changing: The automobile came 
and with it the demand for paved roads. Then came the trucks, and the reil- 
roads did not see at first what they were going to do to freight traffic. The 
paved roads were here and the live stock industry was the first to see that 
it could save money and labor by shipping by truck, This it began to do with- 
out looking far enough ahead to see it was destroying its best market. But 
the stockmen turned to the trucks and the railroads lost their live stock bus- 


iness over night, This was the cause of the major disaster to both shippers 


and railroads. 

With their business gone, the railroads commenced to lay off men and it 
was not long before the farmer who took a load of produce to town found that 
his former customers who had spent their money liberally with him were out 


of a job and out of the market, 


I do not have to go out of my own community to see this. The cattle 
and hog business is the major industry here and this was formerly a good 
shipping point on the railroad for live stock, Now every shipper here is 
using the truck, Do the men who operate the trucks take the labor that 
lost their jobs on the railroads? No! Truck drivers et $2.50 for the 
twenty-hour round trip to St.Louis (180 miles each way) and pay their own 
expenses, They cannot buy sirloin steaks and pork chops on such wages, 
so they do not help to consume the shippers’ products, They are on the roads 
that the public has paid for twenty hours without sleep and often go back 
for a second trip with only two hours! rest. Under such working conditions 


can they help being a menace to traffic on the highways? 


Two questions must be answered before this problem is solved, They are: 


Will the railroads induce the farmer to give them back his business by 
offering a door-to-door service on all commodities, including livestock, 


comparable to that offered by the trucks, and at commensurate rates? Will 
the public continue to build and maintain paved roads for truck companies who 
pay starvation wages for twenty hours per day of driving on these highways, 
menacing the lives of the. people who are taxed to build them? 
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1. Regulation of interstate commercial motor carriers 
of passenger and freight (as embodied in the Dill-East- 
man bill submitted to the last Congress). 

2. Regulation of motor carriers (as introduced in the 
last Congress by Senator Dill at the request of Co-ordin- 
ator Eastman). 

3. Repeal of the Fourth Section of the Interstate Com- 
merce Act (as introduced in the last Congress by Rep- 
resentative Pettengill of Indiana). 

The first two measures received strong endorsement 
by the Interstate Commerce Commission, which also 
favors modification of the Fourth Section of the Inter- 
state Commerce Act. These measures, it is clear, there- 
fore, are not sponsored by the railroads in their selfish 
interest, but instead are supported by responsible authori- 
ties whose sole concern is the public interest. They are 
in line with the conclusions reached on this question by 
every responsible and impartial student who has given 
any attention to it. Truck, bus and waterway regulation 
is endorsed by the Chamber of Commerce of the United 
States. The regulation of highway carriers and the re- 
peal of the Fourth Section are supported by the National 
Industrial Traffic League. 

Briefly, the regulatory measures would require a show- 
ing of “convenience and necessity” to the Interstate Com- 
merce Commission for proposed highway and waterway 
common or contract carrier operations, similar to the 
showing which must now be made before a new railroad 
transportation enterprise can be undertaken. The pro- 
posed measures would likewise provide for control of 
rates, accounting and operating practices, with other pro- 
visions for the protection of the public interest of the 
same general character as, but in less detail than, the 
provisions of the present federal laws dealing with the 
railroads. 

Similar regulatory legislation is needed in the states 
in order that purely intrastate operations by the railways’ 
competitors be regulated in the same way that railway 
operations are controlled. As a matter of fact, many 
states have already enacted such legislation governing 
intrastate highway operations, but this legislation, to be 
really effective, must be general. 


Waterway Subsidies Federal, Highway 
Subsidies Largely State and Local 


The matter of subsidies to water transportation is 
almost entirely a federal matter, whereas subsidies to 
highway carriers are almost exclusively a state question 
(except insofar as federal aid for highway construction 
is involved). The discrimination by subsidies in favor 
of water transportation is far greater in degree, but not 
In total magnitude, than that vouchsafed to highway 
transportation. Truck and bus operators do pay some- 
thing for the privilege of using the highways provided 
for them by the generosity of the taxpayers. By con- 
trast, the waterways which the federal government has 
constructed, and is rapidly extending, are turned over to 
the water carriers entirely free of charge. They pay 
nothing toward the initial cost of dredging, dams, and 
such works. They pay nothing toward the maintenance 
of channels. If locks are provided, then it is the tax- 
payers, and not the users of the waterways, that bear 
the expense of operating them. Naturally, being re- 
lieved by the taxpayers of such a large proportion of the 
Costs of waterway transportation service, the operators 
are able to make artificially low prices and attract traffic 
te on the basis of true economy should be handled 
y rail, 

This inequity and waste can be ended only by 
the levying of tolls on all improved waterways sufficient 
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to reimburse the federal government for the capital and 
maintenance outlays which it makes upon them. 

The exact determination of the subsidies enjoyed by 
commercial users of the highways, which must be elim- 
inated before the railways can compete with them on 
terms of true economy in the public interest, is more 
complex. Unlike their waterway contemporaries, com- 
mercial highway users do pay something, in license fees 
and levies on motor fuel, toward maintaining the high- 
ways over which they operate. That these fees, gen- 
erally speaking, are entirely incommensurate with the 
costs of the facilities they use, goes almost without say- 





State Legislation Which Will Equalize 
Transport Competition 


1. Regulation of all for-hire carriers on the 
highways. 

2. Increased fees for commercial use of the 
highways to avoid burdening taxpayers and 
motorists with any part of the costs properly 
assignable to commercial users. 

3. Taxation of commercial motor transpor- 
tation, over and above all road use fees, in the 
same proportion of its gross revenues that 
railway taxes bear to railway revenues. 

4. Preservation of states’ rights in their 
police power over the size and weight of com- 
mercial motor vehicles permitted on the high- 
ways—each state determining its policy with 
due regard to the probability that fees levied 
on heavier vehicles, if they are permitted, will 
reimburse it fully for the additional road ex- 
pense made necessary to accommodate them. 











ing. The sum total of all payments by highway users, 
including private automobiles, covers only about one bil- 
lion of the more than two billion dollars which are be- 
ing expended annually on our highways and arterial city 
streets. Commercial users generally pay less in propor- 
tion to their ton-mileage use of the highways than do 
private motorists. Hence it follows, if highway users as 
a whole are failing by more than half to meet the annual 
highway bill, that commercial users are certainly failing 
by not less than that proportion to pay adequately for the 
facilities they use. 


Political Methods Applied to a 
Problem in Engineering and Economics 


There is some difference of opinion as to the propor- 
tion of highway costs properly assignable to vehicles of 
different weights, with those friendly to heavy truck 
operations endeavoring to secure a decision by restoring 
to political pressure rather than to unprejudiced en- 
gineering research. One contention made by these parti- 
sans, which is absurd on its face, is that a thickness of 
pavement needed for the lightest passenger automobile 
will stand up equally as well under the pounding of a 
truck having a weight, with load, of 9 tons per axle. 
Competent and unbiased engineering judgment, of 
course, completely refutes such statements, conservative 
opinion apparently agreeing that road costs made neces- 
sary to accommodate vehicles weighing, with load, in ex- 
cess of 21%4 tons, are from 40 to 50 per cent higher than 
they would otherwise be. In all fairness, therefore, the 
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UNREGULATED TRUCKING RUINOUS TO COAL TRADE 





The vicious results of unregulated trucking are particularly 
noticeable in the distribution of inferior quality coal in the State 
of Ohio. 


Our experience has shown that men with idle trucks, or with a 
few dollars necessary to purchase a second-hand machine, are visiting 
wagon mines, buying a load of coal, truoking it from 3 to 300 miles 
distant, and there selling the load for whatever he oan get over and 
above the purchase price. In most cases carrying as much as five tons 
of coal in a single light truck, in utter disregard to all miles of 
safety, Such unregulated "wild-cat" truckers are not interested in 
costs of operation, or in the effect of their activities on established 
producers, dealers and carriers. Their only purpose is to buy a load 
of cOal as cheaply as possible and sell it for a small profit, if any. 


Established retail dealers yard their coal before delivery to 
the consumer. They also have overhead expenses in maintenance of 
facilities, taxes and satisfactory wages to their employees. The 
trucker of "bootleg" coal does not have such expenses of a legitimate 
business and are able to undersell the local dealers. The trucker 
who sells coal is in most instances a peddler or migratory operator, 
either soliciting orders before buying the coal or bringing the coal 
into town and peddling it from house to house or from street corners. 
The Customer has no assurance of correct weights. Prices are not 
fixed, and in direct disregard to NRa Code requirements, the trucker 
obtains what he can from the individual customer and the transportation 
cost is only an element in the entire transaction. 


The unstable and irresponsible nature of the trucking operations 
is proving ruinous to the coal trade.- Our position is positive that 
the commercial truck operator must be placed under adequate supervision 
for the preservation of business stability. 
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heavier vehicles should be assessed to cover this 40 or 
50 per cent extra cost, in addition to their proportionate 
share of the cost of the basic road as used by vehicles of 
all weights and sizes. Allocating road costs to vehicles 
of different weight in accordance with a formula devel- 
oped by Charles F. Marvin, Jr., engineer of the United 
States Bureau of Standards, a calculation has been made 
which shows that in the state of Kansas a truck of 5 tons’ 
capacity should pay a minimum of $3000 per annum in 
gasoline and license fees in order to bear its propor- 
tionate share of highway expenditures in that state. 


Road Use Fees Are Not Taxes 


Levies for the use of the roads, moreover, should not 
be confused with taxes in the ordinary sense of the word, 
but should be recognized for what they are, namely, 
rental payments for the use of public property as a place 
of business. Over and above such rental payments, ex- 
cise or gross income taxes should be levied on commer- 
cial motor transportation so that 8.1 cents out of every 
dollar paid by patrons’ of highway carriers will go toward 
meeting the general expenses of government, so long as 
a similar contribution is required toward this purpose 
from railroad patrons. 

In any event, the levies on vehicles of different weights 
is one which should vary from state to state as the regis- 
tration of such vehicles and the expenditures upon high- 
ways to accommodate them, varies. Some states may 
have traffic sufficiently heavy to warrant the construction 
of roads for heavy vehicles, with the assurance that levies 
necessary to cover these added costs would not be pro- 
hibitory. On the other hand, other states with light 
traffic would find it impossible to build roads to accom- 
modate heavier vehicles without placing an unjustifiable 
burden upon other highway users and the general tax- 
payers. 


State Sovereignty Threatened 


The question is not one which can be settled upon a 
uniform national basis as long as the density of traffic 
varies so greatly from state to state, as it does, and as 
long as highway expenditures by the various states are 
not uniform. National uniformity as to license fees and 
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weight restrictions on heavy vehicles can be achieved 
only at the expense of complete loss of control by the 
state governments of expenditures for what has become, 
from a dollars and cents standpoint, the most important 
function which the state governments exercise. If uni- 
formity in the sizes, weights and fees of commercial 
motor vehicles is achieved, and bankruptcy of thinly 
populated states is to be avoided, then uniformity would 
compel much more severe restrictions of sizes and 
weights and much higher fees than those which now pre- 
vail in many of the states. Uniformity on this basis 
would unduly restrict the states which have heavy traffic 
and the money to spend in providing highways suitable 
to accommodate it. 

Alert state governments recognize the necessity 
the maintenance of their sovereignty and their police 
power over highways; and the important relationship 
which this power bears to the maintenance of their 
financial integrity. No findings as to the extent of subsi- 
dies enjoyed by operators of commercial highway ve 
hicles can be laid down on a national basis. The amount 
of these subsidies varies from state to state, and the 
states alone can remove them by a study of road costs 
properly assignable to each weight of vehicles. Such 
studies, of course, can be relied on only when they are 
the result of impartial engineering and economic analysis 
and are kept free from political pressure by interested 
parties. The partisans are entitled to a day in court, but 
they should not be allowed to write the decision for the 
judge. 


tor 
1 


Durable Goods Recovery Awaits the Outcome 


Given fair regulation of their competitors and a reso- 
lute attack on the more complex problem of removing 
subsidies from them, the railways will unquestionably re- 
gain at least a share of the traffic they have lost. Since 
the total loss is over one billion dollars per annum, even 
a small share would amount to a considerable sum. Such 
equalization of competition is one of the steps, and prob- 
ably the most important step, by which net railway 
operating income can be increased, bringing a revival of 
railway purchases and recovery to the durable goods in- 
dustry. 
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REGULATION WOULD BENEFIT TRUCK TRANSPORTATION 


With the approach of the new Congress the question of Regulation for the 
motor truck industry will again come to the front, and there certainly can be 
no question but that immediate Federal Regulation will be necessary to bring 
about some order in the transportation picture. There is a question in ny 
mind as to what support will be furnished by the rail carriers of the United 
States to assist in bringing about this badly needed regulation, which is as 
of vital importance to them as it is to the motor truck industry. The larger 
common carrier operators, such as our company, sincerely feel that there 
must be concerted action to secure the kind of Federal Regulation that will 
be most beneficial, and that will result in a truly co-ordinated, well 
balanced transportation picture, feeling that only thru regulation by a 
single agency, such as the Interstate Commerce Commission, of all forms of 


transportation will this be brought about. 


The writer and many of the larger comaon carrier operators are fully 
in accord with Co-ordinator of Transportation Eastman's recommendations as 
to legislation of the kind recommended by him, and have no fear of the 
final result at the hands of the Interstate Commerce Commission. The most 
serious question today before the larger common carrier operators is that 
their business is being gradually reduced by the worst type of racketeer~ 
ing ever to spring up in this country, namely, wildcat or broker operators 
who, with no investment whatever in trucks, using only a telephone and a 
desk, soliciting a most profitable business that the trucking business is 
handling, as well as carload business belonging to the rail carrier, without 
any consideration for cost and having no investment naturally can quote any 
rates that they desire. Common carrier group is quite willing to pay equal 
taxes with their competitors based on either a dollar investment or on the 
per ton of freight handled. The first desire is to have a stablilization 
of rates that will permit a reasonable profit and give a transportation 
service to the public that they so badly need, and tnis can only come thru 
a planned co-ordinated system thru a centalized federal body such as the 


Interstate Commerce Commission. 
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Increasing Railway 
Net Earnings by — 


A. MODERATE INCREASE IN RATES 


Restoration of 1929 wage level, higher prices under NRA and 
traffic decline must be offset to maintain purchasing power 


articles in this issue have shown, is determined by 

the net railway operating income the railways earn. 
In 1932 net railway operating income declined to $326,- 
298,008 and, in 1933 as a resul: the railways spent only 
$234,500,000 with manufacturers. In 1933, however, net 
railway operating income rose to $474,295,613. So, this 
year, on the strength of the larger earnings of last year, 
railway purchases have been increased so that, for the 
year, they will total, probably, $625,000,000, or 160 per 
cent greater than last year. 

But the prospects for the immediate future are much 
less encouraging. Since July railway traffic has been 
running lower than it did last year. Moreover, the 1929 
scale of wages is being restored by installments. The 
NRA codes have brought increased costs for the ma- 
terials and supplies the railways buy. In fact, higher 
wages and higher. prices alone—leaving decreased traffic 
out of account—will increase railway expenses almost 
$300,000,000 a year. The effect that this will have 
upon net railway operating income—and railway pur- 
chases—unless something is done to offset it, at least in 
part, is obvious. If railway purchases are to be in- 
creased—indeed, if the present level of buying is to be 
maintained—something must be done and done quickly 


ii volume of purchases by the railways, as previous 





Profits Necessary to Private Ownership 


I am more concerned at the moment with the 
relation of the shipper to the entire transpor- 
tation problem. Individual interests cannot 
wholly be disregarded, but there never was a 
time when it was more important to consider 
transportation from a less selfish point of 
view and with regard to the best interests of 
the entire country. As a matter of fact, en- 
lightened selfishness will dictate precisely that 
approach to the problem. Apparently the 
business men of the country want the railroads, 
and in fact all transportation agencies, to be 
privately owned and operated; but if they do, 
they must realize that private enterprise and 
profit go hand in hand, and that it is impossible 
in the long run for privately-owned transpor- 
tation agencies to be successfully operated and 
give good service unless they enjoy a very 
fair degree of prosperity. 


From an Address by Hon. Joseph B. Eastman 
efore the Chicago Association of Commerce 











to restore net railway operating income to what it would 
have been had these increases in expenses and the de- 
cline in traffic not occurred. 


National Interest at Stake 


One means by which railway earnings can be im- 
proved—the termination of special privileges now 
accorded to their competitors—has already been dis- 
cussed. It is impossible to determine, however, exactly 
how much revenue such action would bring to the rail- 
roads, because it is not known how thorough-going the 
withdrawal of these privileges will be. In any event, the 
increase in railway earnings from such action cannot 
come quickly enough to enable them to overcome their 
immediate difficulties. Some other means of securing a 
quick increase in railway earnings is necessary, and the 
only one immediately available is'an increase in railway 
rates, as provided for in the case now pending before the 
Interstate Commerce Commission. 

The proposed increase is not a large one, only seven 
percent on the average, and is calculated to yield some 
170 million dollars annually in added revenues, which is 
a very modest sum when compared with the 300 million 
dollar increase in railway expenses which has been 
brought about by the increase in prices under the NRA 
codes and the restoration of the 1929 level of wages. 

Some shippers have objected to this increase in rail- 
way rates. The question they should ask themselves is 
this: Would it be better for business to pay a slight in- 
crease in rates and thereby assure an increase in railway 
purchases from industry and avoid wholesale defaults or, 
on the other hand, can business better afford to save 
itself this slight increase in freight rates at the expense of 
a further decline in railway orders and the depressing 
effect on general business which would result from 
further railroad bankruptcies? 

The railroads are not asking a fair return on their in- 
vestment, to which they are entitled under the law. All 
they are seeking is to recoup themselves in part for the 
added expenses which have been put upon them by in- 
creased costs of materials and increased wages. 

The proposed increase in freight rates should be only 
a temporary measure. If the shippers who object to the 
increase in rates will see to it that a really thorough- 
going job is done in regulating and removing the. sub- 
sidies from railway competitors, the increase in freight 
rates may be needed only a comparatively short time. 
Indeed, if all railway patrons had been alert to the dam- 
age done to the railways—and indirectly to the patrons 
themselves—by the inroads of subsidized competition, 
and had resolutely demanded a halt of these subsidies 
before they had reached such enormous proportions, the 
situation never would have become as desperate as it has 
become, nor would an increase in rates be necessary. 

In any event, national economic recovery depends 
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upon a revival of the durable goods industries. These 
industries, relying as they do to such a large extent upon 
railway purchases for a normal volume of activity, can 
not hope to achieve such a level of activity without nor- 
mal buying by the railroads. The railroads, in turn, can 
not increase their purchases until they first have net 
earnings at least sufficient to cover their fixed charges, 
in order to provide themselves with funds for increasing 
their purchases. With wages and prices of materials on 
the upgrade, there is no source from which such an in- 
crease in railway earnings can come within the next few 
months in sufficient volume to revive railway purchases 
except from the relatively small increase in freight rates 
which the railways are seeking. These are the irrefutable 
facts. The increase in railway freight rates is one of the 
essentials of a real beginning in national recovery. 


" Railroads at Basic Disadvantage 


The situation with regard to the proposed increase in 
freight rates was ably stated by Milton W. Harrison, 
president of the Security Owners Association, at the 
hearings before the Interstate Commerce Commission on 
this proposal. Shippers, he urged, should not “overlook 
or ignore the fact that the same fundamental principles 
applicable to their own businesses must be adhered to 
if the railroads are to maintain adequate service and a 
sound financial position. There is a point beyond which 
railroads cannot go in absorbing economic or competi- 
tive losses of industries or localities. 

“To say that the roads should not seek rate increases 
or take such other steps as they deem necessary to meet 
essential financial needs because other forms of transpor- 
tation, either subsidized by government or left unregu- 
lated by it, may take business away from them, is merely 
begging the issue. In comparison with other forms of 
transportation the railroads have been placed at a basic 
disadvantage. 


And Yet They Say Nobody Ever Shoots Santa Claus! 
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“We hear much of purchasing power and its impor- 
tance, but to the present time discussion has been 
chiefly limited, so far as the railroads are concerned, to 
the wages of railroad labor. The important part which 
the railroads ordinarily play in stimulating employment 
in other industries—particularly the heavy industries 
which today are responsible for the major part of our 
unemployed—is to a large extent lost sight of. 

“The importance to national recovery of stimulated 
employment in the capital goods, or ‘heavy’ industries is 
generally recognized. The federal administration has 
sought to meet the problem by wide-spread public works 
expenditures. Normally the railroads are among the 
most important customers of these industries. If, by 
virtue of reduced revenues railroads are forced further 
to contract their expenditures for materials and supplies, 
a severe handicap will be imposed upon recovery. 

“Not only is the purchasing power derived normally 
from railroad securities an important factor in our na- 
tional purchasing power, but upon it largely depends the 
welfare of unknown numbers of individual and de- 
pendent families. 

“Investors neither have nor advocate a narrow view of 
the situation. They neither seek nor wish undue prefer- 
ence or advantage or any action which may mean in- 
justice to any other interest concerned. To them the 
essential unity of the interests of the various parties 
concerned with the railroads is evident. They do not 
wish to see railroad workers deprived of any advantage, 
which sound economic principles can support. They do 
not wish to see shippers lose any reasonable advantage. 
Many investors believe, however, that a sound equi- 
librium as betwetn the major interests concerned in the 
railroad situation has disappeared, and that patient, dis- 
interested, and prompt effort will be necessary to restore 
it. These proceedings represent one of the steps neces- 
sary to that end.” 
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Increasing Railway 
Net Earnings by — 


NEW SERVICES TO MEET COMPETITION 


Despite handicaps, railways are making great strides in 
meeting competition by vast improvements in service 


in railway operations, a revolution that, in addition 

to meeting competition, will react greatly to the pub- 
lic welfare. This article will deal with this revolution, 
together with the enormous potentialities for railway 
purchases for this purpose, if the railways can secure the 
necessary funds. Forecasts of this revolution were pro- 
vided by the non-stop run of the Burlington Zephyr in 
May from Denver, Colo., to Chicago, a distance of 1,015 
miles in 13 hr. 5 min. (or half the time required by the 
fastest present scheduled trains between these cities) and 
the transcontinental run of the Union Pacific M-10001 
in October from Los Angeles to New York, 3,258 miles 
in 56 hr. 55 min., which cut 20 hr. or almost a day from 
the present schedules between Los Angeles, Cal., and 
Chicago. 

Faced with the menace of many varieties of unregu- 
lated, subsidized competition, the railways, despite the 
low ebb of their revenues, have been making serious and 
well-planned efforts to meet such competition by im- 
proved service and by spending money for new equip- 
ment, much of which is quite revolutionary in design. 
But most of these efforts, and particularly the two named, 
have been made by roads in exceptionally good financial 
condition. Even the more fortunate railways have been 
able to make only a beginning of what they would like to 
do, while most of them, through lack of funds, have not 
been able to do anything at all. Beginnings have been 
made, but only beginnings. The revolution in rail trans- 
portation, with its attend- 


] a: year has witnessed the beginning of a revolution 


were practically rebuilt to take care of the then-existing 
transportation demands and to improve operating ef- 
ficiency, supply ample corroboration of this attitude. 

Despite their recognition of this basic principle of any 
business, which is perhaps true more particularly of the 
railway business than any other, despite their eagerness 
to adopt new means of improving rail transportation, 
railway managements are faced with the unwelcome but 
none-the-less pertinent fact that, today, they simply 
haven’t the money to spend, regardless of what ultimate 
dividends might result from its spending. That they have 
done as well as they have in keeping up and improving 
railway service is a remarkable tribute to railway man- 
agement, and it supplies a significant indication of the 
large expenditures to meet competition that will be made 
as soon as more funds are available. 


Service Improvements 


There is a new spirit among traffic officers, and they 
are being backed to the fullest extent possible by their 
operating, engineering and mechanical colleagues. Much 
money is being spent and much more will be spent in 
meeting competition. The new high-speed trains repre- 
sent a direct challenge to airplane competition. In capi- 
talizing on comfort, their prime advantage over other 
means of passenger travel, the railways have made great 
strides in air-conditioning, better seating, roller bearings, 
easier riding trucks and general attractiveness of railway 
passenger equipment. All these things require expendi- 

tures and such expendi- 





ant enormous purchases, 
has just started; the rap- 
idity with which it spreads 
is dependent largely upon 
increased railway revenues. 

The old axiom that a 
railway must constantly 
spend money to keep ahead 
of the times is well known 
to railway officers. More- 
over, they have shown 
ample evidence in the past 
of their willingness to fol- 
low its dictates by spend- 
ing money for new facil- 
ities and new methods to 
bring about increases in 
their net railway operating 
mcome. The stupendous 
sums spent by the railways 
lor improved facilities dur- 
ing the decade ending with 
the year 1929, during 
which period many lines 


has begun. 


at their disposal. 





One of the outstanding features of the de- 
pression years, and particularly the past two 
years, is the determined manner in which the 
railways and railway supply manufacturers 
have gone ahead, in face of every discourage- 
ment, with developments of means to meet 
competition. It is not too much to say that a 
complete revolution in railway transportation 
Each week, the columns of the 
Railway Age carry reports of new phases of 
this movement to meet competition. The most 
startling, attention-compelling factor has been 
the streamlined trains, but there have been 
other developments quite as revolutionary. 
This is but a beginning. What they have done 
with their present curtailed revenues is as 
nothing to what they will do with more money 


tures have been made, but 
in only a fraction of the 
amount that would be 
spent if funds were 
available. 

Freight trains, too, have 
been accelerated, with 
plans being announced al- 
most daily for further ac- 
celeration. Many railways 
have demonstrated that 
overnight service is quite 
possible for distances up to 
500 miles, and the limit 
has by no means been 
reached. Furthermore, in 
the past year it has been 
demonstrated that store- 
door delivery of carload 
traffic, in cases where con- 
signees do not have siding 
facilities, is by no means 
impossible. The _ store- 
door service now provided 
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Many Streamlined Trains Have Been 


on new automobiles from Janesville, Wis., to Chicago 
and to the Twin Cities has demonstrated the feasibility 
of such services conclusively, and has proved most profit- 
able. The two railroads involved in the Chicago deliveries 
handled none of this traffic for two years. It was, ap- 
parently, irretrievably lost to highway competitors; yet, 
since April of this year, the number of carloads handled 
has passed 2,000 and still continues to increase. 

The figures on traffic recovery as a result of storedoor 
service, published from time to time in the Railway Age, 
are revealing and informative, and explain why this type 
of service is increasing. 


An Experimental Laboratory 


But this is by no means all. Even under present con- 
ditions, the railways are a vast experimental laboratory 
as to the possibilities of high speed in both passenger 
and freight trains. The development during the current 
year of the new, streamlined passenger trains, both 
Diesel and steam-powered, has been remarkable, and this 
bids fair to continue in the coming year, as more such 
trains now under construction are delivered. Almost 
every week sees announcements of new and more start- 
ling schedules, and the record runs made this year show 
the extent to which this experimentation is being con- 
ducted, and the nearness of a practical solution. 

None-the-less, all this is but a beginning. It is, in a 
sense, merely an indication of what the railways can do 
along these lines, and, with the present uncertainties re- 
moved and with money for research available, the even- 
tual results of such experiments, translated into practical 
railway operations, are unpredictable. One prediction, 
however, can be made fairly safely, and that is that rail 
passenger transportation will be completely revolution- 
ized in many respects. 

The problem of increased comfort for rail passengers 
is also not being overlooked. The march of progress in 
the air-conditioning of passenger trains continues un- 
abated, but at nowhere near the rapid rate that it would 
assume if the railways were able to spend money to make 
money. 


Passenger Train Improvements 


Given adequate revenues, considerable impetus would 
be added to the purchases of the newer designs of trains. 
Millions of people have been viewing the streamlined 
trains this year, and, as a result of this and the start- 
lingly successful high-speed, long-distance runs the trains 
have made, public interest and attention have been di- 
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Purchased to Win Back Passengers 


rected to railway passenger transportation in a manner 
never before equalled. 

The first of these new trains to be put in actual opera- 
tion made its first regular run on November 11 of this 
year. Meanwhile, eight railroads have placed orders for 
13 of these trains, costing an average of $200,000 each, 
with prospects of other orders soon. Orders already 
placed total about $3,000,000. 

At the same time, air-conditioning of passenger cars, 
practically unknown three years ago, is now almost uni- 
versal on through trains in the East, while there are more 
than 500 air-conditioned cars operating in western terri- 
tory at present. Furthermore, just a month ago it was 
officially announced by the executives of the western 
roads that all of their transcontinental trains and prac- 
tically every other major train would be air-conditioned 
throughout before the passenger season of next summer. 
Some idea of the cost of this may be gained from the 
fact that one large western railroad has alone appropri- 
ated $1,700,000 for this purpose. The project of the 
Western lines involves the air-conditioning of more than 
1,200 cars, including 700 Pullmans and 500 units of 
railroad-owned equipment, which, with those already in 
service, will constitute a fleet of more than 1,700 air- 
conditioned cars operating in western territory. 


Railways Not Dismayed 


These developments are indicative of means by which 
the railways can spend money to meet competition, and 
they indicate, too, that the revolution in railway trans- 
portation is well under way. These beginnings are play- 
ing an important part in the progress of national 
recovery. How much more important a part they would 
play if transportation competition were equalized, if some 
definite and well thought out railway program were 
inaugurated and carried through, can only be conjec- 
tured. It may safely be said, however, that the railways’ 
contribution to national recovery along these lines would 
be tremendous. Every disposition is being shown by 
railway managements to expedite it. The railways, 1 
sofar as they are able, have been the leaders in the last 
few years in adopting new improvements and promoting 
their development in conjunction with the railway supply 
manufacturer, even during the time when they have been 
in the worst financial condition in their history. 

The object in view in all this, of course, is to make 
rail transportation more attractive to the public, to meet 
competitive conditions, and to increase passenger reve 
nues. It has, however, other angles that are extremely 
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important to national recovery, because, in the develop- 
ment of these high-speed trains, large sums of money 
have been spent. These expenditures find their way into 
the durable goods industry and result in increased em- 
ployment in many industries. 


Freight Trains Accelerated 


High-speed freight transportation, while somewhat less 
spectacular, so far as the layman is concerned, has not 
been lagging behind in this general program of service 
improvement that is being carried on courageously 
despite almost every conceivable handicap. These high 
speed freight trains not only provide a service that would 
have been adjudged impossible only a few years ago, but 
they require the spending of money to make money. 
Manufacturers of freight car equipment are already de- 
veloping new devices to adapt freight cars for this high- 
speed service. The adoption of these improvements will 
involve a large investment for even present traffic, and 
when rail traffic has been restored to its normal basis the 
railways will require the expenditure of still larger sums. 
Furthermore, with the present light traffic, it is possible 
to operate these trains with relatively small expenditures 
for additional facilities. The present remarkable record 
of the railways in the production of gross ton-miles per 
train hour, however, is by no means a criterion of what 
can be accomplished—with present  facilities—when 
traffic returns to the volume that prevailed, say, five 
years ago. 

When traffic returns to normal, the railways will find 
it necessary to spend large sums to insure the continued 
successful operation of such trains, for it would be out of 
the question for them to abandon such train service, even 
if they wanted to, after shippers and receivers have be- 
come accustomed to it. 

The probabilities are, instead, that such service will be 
extended and increased, with commensurate expenditures 
to permit its successful operation. 

Eleven-hour, overnight freight trains are now in daily 
operation between Chicago and St. Paul-Minneapolis ; 
freight trains that are actually running around passenger 
trains. One of the roads that is now operating these 


Purchase of Motor Trucks Aids Railways in Providing Flexible Operation to Meet Competition 
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11-hr. freight trains runs them a distance of over 500 
miles at an average speed of more than 45 miles an hou 
Among other fast freight services that are being suc- 
cessfully operated are the overnight Buffalo-New York 
City trains, and the New England-New York ( 
Philadelphia trains, 

The manner in which freight service generally has bee: 
speeded up and service improved is indicated in the 
lowing table, showing the acceleration of freight trai 
speed, (for all trains), in the decade ending with 1933: 


Miles Per Hour 
RS irate Gis wives g ee Sates eae en wale 41.3 
Nears lane arcu nsatin-tis'g elGncipy galas wel wal alee 11.8 
BU iain care cesta a ea ae eee als Sinale owen 11.9 
ME Gicca se damaretiek aieesr Oaks Shee tea eie 12.3 
I Sirk c- ace ate ase rane ait erate eis olava ole etae% 12.9 
Sette cr ctand Sal ap wage te Oretrda wan S aloo ee a ibie 13 
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Deferred Purchases 


The manner in which operating costs may be reduced 
by spending money for improvement in facilities and 
equipment, while also increasing freight train speeds 
materially to meet highway competition, is strikingly 
illustrated by a study made recently. This revealed that 
On one operating division, consisting of 140 miles of 
double-track main line, over which some of the ney 
high-speed freight trains operate, an average of 56 freight 
locomotives were assigned in 1925 to handle 453 mani 
fest trains and 644 local trains per month. At that time 
the average speed of manifest freight trains was 22 miles 
per hour eastbound and 18.2 miles per hour westbound 
with an average of 32,159 gross ton-miles per train hour. 
It costs 18.99 cents per thousand gross ton-miles f 
wages of crews on all freight trains, and 105 Ib. of « 
were used. 

During the next five years, a number of changes 
were made in the curvature, three bridges were strength- 
ened and one was completely rebuilt to eliminate former 
speed restrictions. Larger freight locomotives were also 
purchased and put in service, and the entire signal system 
was modernized. The results of this expenditure, as 
indicated by 1934 figures, are interesting, Although, with 
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the demand for speed, the manifest trains were materi- 
ally speeded up—to 24.6 miles per hour eastbound and 
30.6 miles per hour westbound—the wage cost was re- 
duced to 14.56 cents per thousand gross ton-miles and 
the coal consumption now is 91.8 lb. per thousand gross 
ton-miles. Gross ton-miles per train hour rose to 64,282, 
or in other words, nearly double the 1925 figure of 
32,159. At the same time, the number of locomotives 
assigned was materially reduced. 

It must not be assumed from this, of course, that it 
costs less to operate high-speed trains than drag freights, 
since, actually, the reverse is true. These figures indicate, 
however, what may be done to increase operating effi- 
ciency and lower costs and thereby produce a commen- 
surate increase in net railway operating income, by 
spending money on new facilities and new equipment. 

At the present time there are many more improve- 
ments that might be made on the division in question to 
improve operating conditions and thereby lessen oper- 
ating costs still further; projects whose fulfillment would 
mean large orders to the durable goods industry. That 
these improvements would shortly pay for themselves, 
that they are not only highly desirable but actually very 
much needed if only a relatively small increase in traffic 
occurs in the near future, is recognized by the executives 
of this railroad. The practically certain dividends to be 
gained by the expenditure of considerable sums of money 
are recognized. Yet, despite all this, nothing can be done, 
for the money is not available, even for such demon- 
strably good investments as this. 

The instance cited could be multiplied hundreds of 
times in various parts of the country, for there are almost 
countless places where the making of an investment for 
construction, or for the purchase of new equipment, 
would result in early and assured dividends. 


Merchandise Transportation Improved 


Gradually and despite all handicaps, the transportation 
of l.c.l. freight is being revolutionized. Under normal 
conditions these developments would receive a remark- 
able impetus. At present, most of them are being con- 
ducted as cheaply as possible, and sometimes under rather 
makeshift arrangements that are efficient only because of 
the light traffic now being handled. With the return of 
normal traffic, these services will require the expenditure 
of considerable sums in the way of increased operating 
facilities. 

Whereas, as recently as the beginning of this year, 
pick-up and delivery service was available only in spots, 
and rather few spots at that, the shipper and receiver 
of freight may now be assured of storedoor service on 
almost a country-wide basis. Overnight merchandise 
trains, providing first morning delivery at points up to 
300 miles, in connection with storedoor service, are the 
rule now, rather than the exception. Pick-up and de- 
livery service has shown a really remarkable. develop- 
ment. This service was confined, at first, only to one 
railroad and for short distances, with definite limitations 
as to the commodities handled. The popularity of the 
service, together with the additional revenue brought in, 
has caused it to be amplified considerably. The railways 
using it have found that not only has the steady decline 
in l.c.l; traffic moving over their rails been checked but, 
in a short time, actual increases have been apparent. 

The results were such that more and more railways 
have begun installing the plan, while on those roads 


where it was already in effect the scope of the plan has- 


been broadened. On many roads, notably the Pennsyl- 
vania and the Erie, pick-up and delivery service is now 
on a system-wide basis, with reciprocal arrangements 
not only with subsidiary lines but also with connections. 
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At the same time, the extent of the plan was made 
greater by the removal of many of the restrictions cover- 
ing the classes of commodities to be handled, so that now 
all l.c.l. freight, with the exception of a few such com- 
modities as explosives, may be shipped under the ad- 
vantages of storedoor service. 

During 1934, too, storedoor service was also started 
on such carload commodities as new automobiles, on an 
experimental basis at first, but with such success as to 
pass out of the experimental into the practical stage 
within a week or two after such operations began. The 
development of containers and other devices for joint 
rail-highway transportation of freight, including a well- 
established and successful ferry service of highway trail- 
ers, has also been marked this year. An overnight rail 
transportation of highway trailers between Chicago and 
the Mississippi river has been so successfully established 
as to result already in a traffic volume of some 4,000 
cars or 8,000 trailers per year. 


Automotive Equipment 


The extension of the use of automotive equipment as 
an adjunct to rail service, and as a means of meeting 
highway competition, which was progressing rapidly 
for several years, almost came to a standstill in 1930-31. 
When money is available, every sign points to a vastly 
increased use of motor trucks and motor buses, particu- 
larly since their use is more and more demonstrably 
profitable in numerous ways. Especially, the motor 
truck is proving a valuable aid in solving difficult ter- 
minal problems. It is being used, too, in replacement 
of unprofitable local freight service in many instances 
throughout the country, saving both money and time on 
traffic hauled to concentration points and thence dis- 
tributed by truck to the smaller destinations. 

The lack of money with which to conduct experiments, 
even when such experiments show every likelihood of 
proving successful, has had a dampening effect on the 
use of the motor coach as a railway auxiliary, although 
its value as a substitute for unprofitable branch line 
passenger service has been clearly demonstrated. This 
lack of money has also been a deterrent to the expansion 
of highway subsidiaries of the railways. However, the 
recent success of the Burlington Transportation Com- 
pany, motor coach operating subsidiary of the Chicago, 
Burlington & Quincy, in establishing through motor 
coach routes, as well as substituting “buses for branch 
line passenger trains, shows what can be done in this 
direction. To accomplish this, however, it was neces- 
sary for the Burlington to purchase at once eight new 
streamlined coaches of the latest design. The expendi- 
ture for automotive equipment represents a considerable 
stumbling block for most railways, with their revenues, 
actual and prospective, in their present condition. These 
railways have been forced to defer the purchase of au- 
tomotive equipment, just as they have been forced to 
postpone many other purchases. 


Conclusions 


The expenditure of money to meet competitive con- 
ditions has been large, even in these days of extremely 
poor railway earnings. It would be much greater if 
revenues would permit. The railways realize that lower 
costs are the most effective means of meeting competi- 
tion. 

Handicapped in many ways, and with drastically re- 
duced revenues, the railways, as shown in this article, 
have, none-the-less, gone ahead spending money to meet 
competition, at a rate which is quite sufficient to indicate 
the tremendous possibilities in this regard for the future, 
and its enormous effect on the durable goods industry. 
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Increasing Railway 
Net Earnings by — 


IMPROVED METHODS AND FACILITIES 


Railroads have since the beginning increasingly improved the 
economy of their service—They must be permitted to continue 


dustry, consists in devising methods of doing the 

work of the industry with less expenditure of human 
effort. It is only through constant search for such im- 
provements that good wages can be paid to employees 
and that reasonable prices can be charged to consumers. 
The continued substitution of devices created by human 
ingenuity to replace brute physical strength and manual 
skill is the only means by which the standard of living 
of any people can be improved—by providing a source 
from which additions may 


E dustry, co progress on the railroads, as in any in- 


reduce the human effort involved in providing it is, there- 
fore, equivalent to contending that railway wages should 
never be increased further and that charges to patrons 
should never be lower ; that the industry, in other words, 
should become completely stationary. 

No one reasons in this manner to arrive at this con- 
clusion. But there are people aplenty who arrive at the 
conclusion nevertheless, and, what is worse, they have 
given it the effect of the law. The Emergency Transporta- 
tion Act of 1933 contains the following clause: 

Sec. 7 (b) The number of 





be made to their incomes 
as producers (without the 
necessity of reducing the 
income of anyone else), 
and, at the same time, 
making possible a reduc- 
tion in the price of prod- 
ucts to the people as con- 
sumers. 

Any person, therefore, 
who opposes the introduc- 
tion in industry of meth- 
ods and new machines 
which economize human 
effort is, in effect, contend- 
ing that, as a people, we 
are wealthy enough; that 
we do not need to add to 
the commodities and serv- 
ices available for consump- 
tion. Yet it is difficult to 
find an individual any- 





Economic progress always means getting 
work done with a saving in human effort. 
There is a vast field for co-operative econ- 
omies by the railroads which cannot be fully 
explored because of the labor provisions of 
the Emergency Transportation Act of 1933. 
Co-ordinator Eastman has suggested that 
reasonable protection be provided employees 
and that hampering restrictions on co-oper- 
ative economies be removed. Railroad his- 
tory is a continuing record of ever-increasing 
economies, and further progress requires that 
they be continued. Such economies offer a 
large potential source of increased net railway 
operating income, and hence a means toward 
increased buying by the railroads. 


employees in the service of a 
carrier shall not be reduced by 
reason of any action taken pur- 
suant to the authority of this 
title below the number as shown 
by the pay rolls of employees 
in service during the month of 
May, 1933, after deducting the 
number who have been removed 
from the pay rolls after the 
effective date of this Act by 
reason of death, normal re- 
tirements, or resignation, but 
not more in any one year than 
5 per centum of said number 
in service during May, 1933; 
nor shall any employee in such 
service be deprived of employ- 
ment such as he had during 
said month of May or be ina 
worse position with respect to 
his compensation for such em- 
ployment, by reason of any 
action taken pursuant to the 
authority conferred by this 
title. 

So if the Federal Co-or- 








where who would not wel- 
come an opportunity to have things and services at his 
disposal which he does not have now. There is only 
one way to provide an increase in the total of goods 
and services available for distribution among all the 
people; and that is to reduce the human effort involved 
in providing them, so that— 


(1) High money wages may be paid those who con- 
tribute to their production, thus giving these workers 
effective command over additional goods and services 
which they desire, and so that 


(2) The cost of the product of these workers may 
be kept low to the end that consumers can afford to 
purchase larger quantities of it. 

A history of the railroad industry might be written 
entirely in terms of the unremitting decrease it has made 
in the cost of the transportation service it provides, and 
the manner in which this saving has been passed along 
to society in terms of lower rates for railroad services 
and in higher wages to railroad labor. 

To oppose the principle of a continuation of the process 
of applying devices to railroad transportation which will 


707 


dinator of Transportation, 
whose job was created by the same law and who was 
given the duty of instituting economies in railroad opera- 
tion, should suggest to two railroads that they pool a 
couple of competing passenger trains which are providing 
a service of no more utility to the public, but at double 
the cost, of one train, then, under the provision quoted 
above, such a move toward economy is taboo. 

This provision in the law is equivalent to a declaration 
that the purpose of the transportation industry is not 
primarily to provide transportation service at the lowest 
cost consistent with fair wages: and efficient service, 
but rather that its principle duty is to make em- 
ployment. The goal of such a policy is not less 
human effort in proportion to the product, but the 
continuance of the status quo. If it is forbidden to make 
one train do the work of two, which it could do equally 
as well and at great saving in human effort, then would 
it not be just as logical to require that three trains be 
run to provide the service? Or ten trains? Or, for 
that matter (if the original premise of “making work” 
or “saving jobs” is logical), then why not abandon 
mechanical transportation altogether and give the job 
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Retarder-Equipped Yards Increase Terminal Efficiency 


to pack mules or to human carriers? A laborer working 
for a dollar a day might carry a load of 200 lb. for ten 
miles. This is equivalent to carrying one ton for one 
mile, a task which the railroads perform for one cent. 
The question for the advocate of a “make work’”’ policy 
to answer is: Do you favor transportation at good 
wages at a cost of one cent per ton carried one mile, 
or do you prefer $1 a day for transportation workers 
at a cost of $1 per ton per mile? 


Individual Worker Entitled to Consideration 


The “make work” advocates responsible for Section 7 
of the Emergency Transportation Act of 1933, of course, 
do not consider their position from an economic point of 
view. What they do consider is the immediate interest 
of the specific worker whose services may be temporarily 
dispensed with in the event that the railroads evolve 


Modern Car Unloading Facilities Illustrate Diversity of Railway 
Facilities 





some method for reducing the volume of human effort 
needed to perform a given transportation task. The 
situation of the individual worker is entitled to consider- 
ation. But his situation can be taken care of by some 
means other than blocking all further progress in the 
efficiency of transportation. As Co-ordinator Eastman 
has said: 

Economies in railroad operation are bound, in large part, to 
be labor-saving economies. The present Emergency Act con- 
tains a provision which goes far to prevent such economies 
from co-ordination, but that Act expires on June 16, 1935. The 
changes in methods of operation and service toward which we 
are aiming are not mere ways of shaving expense. The main 
purpose is to regain and develop business. The choice is be- 
tween a live and growing railroad industry and one which has 
passed its prime and is on its way to a decrepit old age. The 
employees are intelligent, and as .times improve I have faith 
that they will not err in this choice. But in order that their 
vision may not be clouded, they must be given reasonable pro- 
tection. We are working on that problem. It is cruel and in- 
human to discard faithful employees like worn-out crossties. 
The shocks of sudden economic changes can at least be 
cushioned. 

The economies which the railroads can put into effect 
as individual companies, or with each other informally 
and not under the provisions of this 1933 act, are not 
subject to this restriction. Such economies on a vast 
scale have already been adopted. Unremunerative train 
service has been discontinued and uneconomical trackage 
has been abandoned. Shops and offices have been con- 
solidated. Machine methods have been evolved to make 
human effort more productive. 

Most of these economies, however, have occurred only 
within the individual companies. Co-operative action 
by adjacent carriers serving the same region has been 
discouraged, where it has not been altogether prohibited. 
In such co-operative economies, where parallel railroads 
might agree together to concentrate the bulk of their 
traffic on the most economical route; where consolidated 
repair facilities might permit the use of economical ma- 
chine methods by providing sufficient volume to justify 
such methods; where competing companies themselves 
might combine into one new company and pool all their 
operations with great savings in cost and at no loss in 
public service—such is the field of economy which, be- 
cause of hampering legislation, has been largely un- 
explored by the railroads. It thus offers a virgin terri 
tory the rewards for the exploration of which should be 
very great—provided the law permits. Such permission 
can be given with ample safeguards for the rights of 
individuals, without which such a program, despite tts 
fundamental economic importance, might be socially 
undesirable, as it would certainly be politically inex 
pedient. 

Some improvements in operating efficiency can be 
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made with very little expenditure of money. But most 
of them involve the substitution of machine methods 
for hand labor, or of modern machines for obsolete ones, 
and this, of course, requires the expenditure of consider- 
able sums of money. In the eight years from 1923 to 
1930, inclusive, the Class I railroads, excluding switching 
and terminal companies, expended $6,741,716,000 for 
additions and betterments to their properties—a new peak 
in railway improvement activities. This was an annual 
average of $842,714,500—a truly tremendous sum to 
spend on improvements alone and an even more Stag- 
gering figure when combined with the huge sums then 
being expended for current upkeep and maintenance. By 
comparison, expenditures for additions and betterments 
in 1932 amounted to but $157,194,000, a decrease of $675,- 
520,500, while in 1933 they totaled only $103,493,000. 

Accepting the 1923-30 average as a basis, the reduction 
in railway expenditures for improvements to their prop- 
erties during the years 1931-32-33 totaled $1,895,544,- 
500, a striking measure of the blow that has befallen the 
capital goods industries from this source, for, as will be 
indicated by a detailed analysis of these figures, practically 
all of these huge sums were formerly poured into the 
coffers of the capital goods industry. The loss by that 
industry of these hundreds of millions of dollars of rail- 
way orders annually is conceded to be a most important 
factor in the prostration of the heavy goods industries 
that has prevailed since 1930. 


Why the Money Was Spent 


These huge expenditures did not represent a mere 
spending spree, nor the spur of over-expansion. The 
railways, even in the prosperous years of 1923 to 1929, 
did not have excess money to fling about carelessly. 
Each of these expenditures represented a carefully con- 
sidered plan for the improvement of service, or for 
greater operating efficiency, nearly always at less cost. 

The results speak for themselves. The ever recurring 
car shortages became a thing of the past, and have re- 
mained so. These car shortages were in large measure 
the result of congestion rather than lack of equipment. 
They were eliminated, not through the purchase of more 
equipment (the number of freight cars actually declined 
during the period) but by increased operating efficiency 
made possible by the provision of the new facilities. 

These expenditures were direct contributions to oper- 
ating efficiency. The operating ratio gives the results; it 
was 71.4 in 1929, lower than in any previous year since 
1917, At the same time, the index of general railway 
efficiency, an index set up from thirteen separate factors 
of operating efficiency, was higher than in any year since 
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Modern Engine Terminals Aid in Lowering Transportation C 


the war, being more than 25 per cent above 1922. The 
actual figures were as follows: 

Peace cial wae rr acere are eeiei es vie era aes ... 103.4 

NS eee aoa e aa acer cig wei leie ei 0:4 hieins: 47e- ew sele Te 104.8 

oS SERS  O ... 109.4 

ae OER OR anaes ‘eee SER 

Mt ak pha e eh cesini ss ie, .. 115.2 

RR ens Hedca tra Wialat ei¥ceractt a eta NES acts ee STOR 118.1 

oS nen re eee era ae ; . eeise 


In 1929, too, maximum levels of performance were 
reached in at least 12 factors of efficient operation, while 
the railways maintained satisfactory levels in all the re- 
maining factors. The operating records created in 1929, 
with 1922 comparisons, included the following indices of 
operating efficiency : 


1929 1922 


Freight car-miles: per Gay... 5 ...cccccciscces os 32.3 23.5 
RCE ORRIN RE I asa 5 ss .0 0 o.05 0a e's leisieieins sive 547 424 
Gross toms per Freight t0SiN..... «cose ccscceceess 1,865 1,464 
eet toms per THIEME TIAER 0. - oes tieccceac sees 804 676 
Gross ton-miles per freight train hour.......... 24,539 16,188 

Net ton-miles per freight train hour............ 10,580 7,479 
Freight train speed, average miles per hour..... 13.2 ‘1.2 
Freight locomotive miles per locomotive day..... 65.1 52.0 
Passenger locomotive miles per locomotive day... 120.3 101.7 
Fuel consumption per freight unit.............. 125 Ib. 163 Ib. 
Fuel consumption per passenger unit........... 14.9 lb. 17.9 lb 
Percentage of serviceable freight locomotives... . 83.6 74.5 


In addition the railways handled more freight cars and 
more passenger cars per train in 1929 than in any previ- 
ous year. 


No Money to Spend 


The lesson of these tremendous strides in operating 
efficiency as a direct result of the expenditure of large 
sums for new facilities was by no means lost by railway 
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managements. It was their plan, their ambition, to con- 
tinue this highly successful campaign for operating effi- 
ciency. Sharply curtailed revenues have made this 
temporarily impossible. 

Proof that the railways in general do not have the 
money to spend is not hard to find. A glance at the sta- 
tistics of operating revenues should suffice. Using 1929 
for comparison, operating revenues in 1930 were ap- 
proximately one billion dollars less than in 1929; more 
than two billion dollars less in 1931; and over three bil- 
lion dollars less in both 1932 and 1933, a total drop in 
operating revenues for the four years of nine and a half 
billion dollars. This sum represents not merely a decline 
in revenues but also a truly appalling decrease in pur- 
chasing power, since there is every reason to assume that 
the railways would have continued their policy of turn- 
ing back large sums into their properties in the form of 
physical improvements. 

Despite the most rigid economies, operating expenses 
during the same period could be reduced only six billion, 
two hundred million dollars, or about two-thirds of the 
falling off in revenues. The success attending the efforts 
of the railways to maintain their service under such dis- 
couraging circumstances is indicated by such measures of 
efficiency as safety, speed of trains and fuel consumption, 
all of which have shown continued improvement. 


If Money Were Available 


The present impossibility of the program does not, 
however, indicate any lack of eagerness on the part of 
railway officers to continue it. They are as keenly alive as 
ever to the possibilities of improving transportation and 
lowering its costs by well-considered capital expenditures. 

What new facilities would the railways construct to in- 
crease the net operating income through improved opera- 
tions, if they had the money? The answer is that a 
continuation of the construction program—one might 
almost say rebuilding program, since many railways were 
practically rebuilt in the decade 1920-1929—would be in 
order. 

In other words, in spending money for ultimate opera- 
ting economies, the railways would continue their 
abruptly halted program of building additional main 
tracks where needed; of buying modern rolling stock, 
building new shops, increasing the capacity and efficiency 
of their lines by centralized train control; of increasing 
the speed of freight cars through terminals by yard re- 
construction, with particular reference to retarder equip- 
ment; of laying heavier rail, and of ironing out curves 
and gradients interfering with the high-speed require- 
ments of modern rail transportation. 


More Than Former Facilities Necessary 


All of these figures represent comparisons between 
conditions existing on the railroads now and conditions 
as they were prior to the depression. One can not, how- 
ever, stop there in estimating prospective railway buying, 
if freight revenues should increase. Mere replacement in 
kind will not suffice. This fact was realized before the 
decline in freight revenues occurred, and conditions since 
then have emphasized the necessity. The old monopoly 
of transportation enjoyed by the railroads is gone and 
with it the former standards of equipment and mainte- 
nance, standards of operating methods and standards of 
traffic solicitation. Developments during the depression, 
handicapped though the railways have been through lack 
of money, have pointed the way and, given any assur- 
ance of adequate freight revenues, these developments 
would be spurred on. 

The railways realize there is little use in speeding up 
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road movement if terminal delays offset such speed. 
Store-door service, together with mechanical freight 
house equipment, has aided and is aiding in preventing 
terminal delays to 1. c. 1. merchandise, but carload 
handling at and through terminals still remains a major 
problem. 


Terminal and Other Improvements 


Modernization and centralization of terminals is an 
essential factor in rehabilitating the railways’ revenues. 
That the railways realized this some years ago. The pre- 
classification of freight and the operation of “main- 
trackers” have been of tremendous benefit in eliminating 
terminal delays, but the fact remains that an archaic yard 
is a drag on all railway operations. Given money to spend, 
it is a safe prediction that such yards would soon cease 
to be a part of the railway picture. The trend was defi- 
nitely in that direction before the depression ; the impor- 
tance of eliminating such yards has since been brought 
out even more clearly during the lean years and, with 
increased freight revenues, terminal expenditures will 
constitute a major item in railway rehabilitation, 


Four Years of Retrenchment 


The theory of economists, well supported by facts, is 
that the world’s inventory of durable goods must be re- 
placed approximately once every 20 years. The durable 
goods industry has now endured four years of lack of 
buying by the railways, its largest customers. Even on 
the theory that the railways would be rehabilitated only 
in kind, this 20 per cent depletion of the railways’ supply 
of durable goods, if made up, would represent an almost 
incalculable expenditure, resulting in the re-employment 
of millions and the restoration of that balance so neces- 
sary to national prosperity. 

Moreover, if legislative handicaps preventing co-oper- 
ative economies by the railroads are removed, great 
savings in operating expenses can be realized which will 
give them funds with which to purchase the modern 
equipment and other facilities they need. Such econ- 
omies will stimulate the durable goods industries, which 
in turn will provide more traffic and employment on the 
ratlroads. 

One may term the railways’ buying power latent, dor- 
mant, or any other of half a dozen terms, but the fact 
remains that it is potential, it is imminent, and will in- 
evitably exercise its tremendous influence toward national 
recovery the moment that railway revenues begin an up- 
ward climb. 


1929 Standards Will Be Excelled 


The rehabilitation of the railways will not be simply 
to their 1929 standards—something far beyond that is 
indicated and almost surely predictable. Demonstrably, 
then, the railways are alert for opportunities to spend 
money in order to make money. Even under most dis- 
couragingly adverse conditions, they have continued their 
researches, in so far as possible, into better and more 
efficient means of transporting passengers and freight. 
Increased revenues will immediately be ploughed into the 
properties and used for the badly needed operating f- 
cilities to provide an increased net operating income 
growing out of more efficient operating methods. 

Once started, the cycle will almost automatically ex- 
tend itself. The tremendous importance of increased 


railway buying will have its effect in still further increas 
ing freight revenues. The freight bill paid by railways ' 
other railways under normal purchasing conditions 15 " 
itself a large item, much larger than even most railway 
officers appreciate. 
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Liberal Credit Essential to Maximum 
Railway Purchases 


Earnings determine credit— Adequate security is necessary 
even for loans from the government 


F the railways are to contribute materially to the re- 

vival of the durable goods industries ample credit is 

essential. Railways can make purchases from only two 
sources, from earnings or from capital contributed by 
those who expect the principal of their investment to be 
safe and that they will receive a return upon it. Pur- 
chases of materials used in operation depend directly 
upon current earnings, and although during the past year 
the government, through the Public Works Administra- 
tion, has been making loans to railways for maintenance 
work, thereby enabling the roads to spread the cost of 
taking up deferred maintenance over a period of years, 
even the government, with all the loans and grants it has 
been making for various purposes, expects to receive an 
interest return which will meet the interest it pays for 
borrowed money and the cost of administration. And 
itexpects to be repaid. 

The first requisite for credit which will enable the rail- 
ways to increase their purchases is increased railway 
earnings. Without such credit, neither the government 
nor anyone else will lend to them. But, even with earn- 
ings which would justify the extension of credit, some 
of the railroads may not be able to obtain the funds they 
require if the market for private capital is timorous. 
Under such circumstances, the provision of government 
credit is sound, and is necessary. Government credit 
cannot, alone, help the railways to increase their pur- 
chases. Combined with a reasonable increase in earnings, 
itcan help a great deal. 

Earnings are essential to ample credit not only because 
they reflect the ability both to pay the interest on bor- 
towed money and to provide for the ultimate payment 
of the principal, but also because they directly affect the 
value of the collateral which a railroad has to offer as 
security, And the government itself insists on adequate 
collateral security for its loans to the railroads. Very 
few receivers or trustees of roads in financial difficulties 
have succeeded in obtaining loans from either the Re- 
construction Finance Corporation or from the Public 
Works Administration. Moreover some roads that were 
tnabled to increase their shop and other maintenance 
forces earlier in the year by the loans which they had 
teceived from the P. W. A. have since been forced to 
close down their shops because of reduced earnings. In 
October the number of maintenance of way and structures 
employees was 3.07 per cent less than in October last 
year, while the number in the maintenance of equipment 
and stores group decreased 1.08 per cent. 

The Reconstruction Finance Corporation act requires 
that loans shall be “adequately secured” and in practice 
the Interstate Commerce Commission is called upon to 

ecide what loans will be adequately secured and what 
collateral shall be required. Moreover, a provision in the 
‘mergency transportation act, 1933, directs the commis- 
‘ion not to approve a loan to a carrier under the R.F.C. 
act if it is of the opinion that the carrier is in need of 
financial reorganization. Also the P.W.A. in practice has 
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insisted on adequate collateral for its loans and has re- 
jected several applications from companies that were un- 
able to satisfy its requirements in that respect. While in 
many cases it has accepted equipment trust certificates 
covering the equipment to be constructed with the pro- 
ceeds of its loans as adequate security, it has in some 
instances declined to do so because of the large amount 
of such obligations of this character which the railroad 
had already outstanding. 

Most of the railroad loans made by the R.F.C. have 
been for refinancing or to enable roads to pay interest, 
taxes, unpaid vouchers, etc. In the early part of this 
year very few such loans were made, while 31 railroads 
were obtaining loans from the P.W.A. to spend for labor 
and materials, but of late, as railroad earnings have de- 
clined, the P.W.A. loans have come to a standstill and 
several roads have again applied to the R.F.C. 


Railroad Loans Represent Sound Policy 


Until conditions are created which will re-open the 
private capital market to the railroads there are many 
arguments in favor of a policy by which the government 
will extend and the railroads will apply for loans from 
the government for maintenance and equipment. In the 
first place, loans made to railroads are likely to be em- 
ployed for more useful purposes than some of the other 
ways in which the government is spending and loaning 
money, and in the second place it has been demonstrated 
that they are more likely to transfer men from the relief 
rolls to payrolls quickly than many other classes of loans. 
Loans may be made by the government to railroads 
through the R.F.C. to prevent the bankruptcy of some 
until they can make enough earnings to avoid it and they 
may also be made through the P.W.A. to enable them 
to make expenditures for improvements and maintenance 
which would be made later anyway if earnings would 
then justify them or which will tend to improve the con- 
dition of the railroads by making their service more 
attractive. Such loans would increase buying from the 
durable goods industries and thereby hasten economic 
recovery. 

The determination of the government to grant the rail- 
roads credit for maintenance purposes and the purchase 
of new equipment, in the provision of the national in- 
dustrial recovery act under which the P.W.A. has author- 
ized nearly $200,000,000 of railroad loans during the 
past year, was not wholly or even mainly due to their 
need for such assistance. It was believed that stimulation 
of the railroad equipment industry would have an im- 
portant effect upon the capital goods industries as a 
whole. Nor were the loans to railroads made on any 
charitable basis, except to the extent represented by the 
fact that no interest is charged for the first year. 

The R.F.C. loans to railroads were mostly made in 
1932. Its total disbursements to railroads have been 
$423,801,021, of which $70,631,455 has been repaid. In 
1932 the R.F.C. loaned railroads a net amount of about 
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Mr. Eastman, who is Federal Co-ordinator of Transportation, 
says: “The loans which the Public Works Administration has 
made to the railroads have been of decided benefit to the 
capital goods industries as well as to the railroads. | hope and 
expect that this policy can be continued. . . .The rehabilitation 
of the railroads is a matter of the most vital interest to the 
entire country. It will stimulate commerce and industry as few 
things will, furnish work for capital goods industries which 
are now lagging behind, and eventually increase the volume of 
transportation movement. .. . 


December 1, 1934 
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Joseph B. Eastman 


280,000,000; in 1933 the net additions to its railroad 
loans outstanding was $57,000,000, and up to the date of 
its latest report the net total had been increased only 
about $16,000,000 this year, although the Interstate Com- 
merce Commission has recently authorized several addi- 
tional loans. : 

The fact that loans to railroads to be spent by them 
for maintenance work and new equipment have been 
peculiarly well adapted to the purpose of promoting 
prompt creation of business and employment has been 
recognized by prominent administration officials on 
several occasions. Early in the summer the Public 
Works Administration announced in a public statement 
that “the railroad reconstruction and improvement phase 
of the P.W.A. program has been the first to reach peak 
production of employment, being unhampered by local 
laws and regulations which have held up the start of 
many non-federal projects being constructed by states, 
counties, and towns.” . 

The total appropriations which thus far have been 
available to the Public Works Administration amount to 


But do not forget that such 


improvements cost money and require credit.” 


$3,700,000,000, of which approximately $1,578,000,000 
was allotted to federal projects and $970,000,000 to non- 
federal projects, most of the rest having been devoted 
to non-construction projects. In a report to the Presi- 
dent in August as executive secretary of the Executive 
Council, Donald R. Richberg, pointed out that it was 
estimated that only about 30-per cent of all P.W.A. al- 
lotments and about 38 per cent of the non-federal allot- 
ments had been spent, but that “in the non-federal classi- 
fication, railroads, having between one-fourth to one-fifth 
of non-federal allotments, have accounted for over 60 
per cent of non-federal expenditures. 48 per cent of all 
railroad money has been spent and 53 per cent of man- 
hours used, in comparison with 8 per cent of money and 
7 per cent of man-hours in other non-federal projects.” 
Later reports show that as of November 3 nearly 61 per 
cent of the railroad allotments of $199,607,000 had been 
expended. Mr. Richberg also stated that the Administra- 
tor of the P.W.A. fund, Secretary of the Interior Harold 
L. Ickes, had reported that “P.W.A. money allotted to 
public roads and to railroads has put money out and put 


Secretary of Interior Ickes, who is Public Works Administra- 
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Harold L. 


Ickes 


tor, says: “P.W.A. money allotted to public roads and to rail- 
roads has put money out and put men to work more promptly 
and in larger amounts than allotments for any other purpose.” 
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Mr. Jones, who is Chairman of the Reconstruction Finance 
Corporation, says: “The railroads are one of our biggest users 
of materials and employers of labor, and are necessary to our 
national existence. They have borrowed heavily from the gov- 
Many of them 
will need government loans during the coming year. 
responsibility that we will need to meet for the common good.” 


ernment in the past and repaid their loans. 


men to work more promptly and in larger amounts than 
allotments for any other purpose. Allotments for other 
non-federal projects, mostly to public bodies, have con- 
tributed the least to getting P.W.A. money into circula- 
tion and men into employment.” He pointed out that 
the Bureau of Public Roads, the War and Navy Depart- 
ments, and the railroads were prepared to make expendi- 
tures promptly. But in non-federal projects, involving 
cities and other public bodies, many legal difficulties 
hampered the working out of contracts between the 
federal government and the borrowers. 

Joseph B. Eastman, federal co-ordinator of transporta- 
tion, also said in a recent address that “the loans, amount- 
ing to nearly $200,000,000, which the Public Works 
Administration has made to the railroads on favorable 
terms for much-needed new rails, equipment, and general 
maintenance work have been of decided benefit to the 
capital goods industries as well as to the railroads,” and 
that “I hope and expect that this policy can be continued.” 

He also said that “the rehabilitation of the railroads is 
a matter of the most vital interest to the entire country. 


Mr. Richberg, who is Executive Director of the National 
Emergency Council, says: “In the non-federal classification, 
railroads, having between one-fourth to one-fifth of non-federal 
allotments, have accounted for over 60 per cent of non-federal 
expenditures.” 
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It will stimulate commerce and industry as few things 
will, furnish work for capital goods industries which are 
now lagging behind, and eventually increase the volume 
of transportation movement in a way which will be of 
benefit to all agencies of transportation and the labor en- 
gaged therein.” But he also warned his audience not to 
forget that improvements in equipment and service “cost 
money and require credit.” 

Jesse H. Jones, chairman of the Reconstruction Fin- 
ance Corporation, said in a recent address: “The rail- 
roads are one of our biggest users of materials, and em- 
ployers of labor, and are necessary to our national ex- 
istence. They have borrowed heavily from the govern- 
ment in the past and repaid their loans. Many of them 
will need government loans during the coming year. This 
is a responsibility that we will need to meet for the 
common good.” 


President Suggests Lower Interest Rate 


President Roosevelt has also indicated a willingness to 
make additional loans to railroads that can furnish ade- 





(C) Harris & Ewing—from Wide World 


Donald R. Richberg 
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Distribution by States of Railroad Expenditures from P.W./s. 
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quate security to enable them to increase their expendi- 
tures and has even suggested a reduction of one-half of 
one per cent in the interest rate. It is understood that 
rovision for additional loans to railroads is being planned 
*» connection with the new public works program. 


Railroad Expenditures Widely Distributed 


\s indicating the wide distribution of money expended 
-ailroad improvements it was shown at the time of 
loan of $77,000,000 to the Pennsylvania last Decem- 
‘om electrification and new equipment that it would 
a purchases and employment in 35 states, from coast 

iw coast. The fabricators and manufacturers of the 
material and equipment to be used have scores of plants 

cated in 23 states, and it was estimated that 45,000,000 

an-hours of employment would be created for the em- 
loyees of the railroad and of the manufacturers and 
Sbricators without taking into account the great amount 
of indir&ct employment created by producing, processing 
-aJ transporting raw materials, for no accurate estimate 
of that could be made. Loans made to 31 railroads have 
created work and business in 43 of the 48 states of the 
Unign. 

2 


ee Employment for 100,000 


The P.W.A, has made a rough estimate that more than 
100,000 men and women were given employment as a 
result of its loans to railroads, including over 60,000 rail- 
road men, in shops and on the right of way, and others 
in car and locomotive shops, iron and coal mines, steel 
foundries, rolling mills, quarries and forests, and that 
approximately $100,000,000 of materials was purchased. 
On July 15, according to its reports, 70,060 were directly 
employed, including 20,533 railroad shopmen on 14 rail- 
byt 35,902 trackmen and other railway employees, and 
13,625 in the shops of locomotive and car builders. The 
Pennsylvania, which obtained the largest loan, had 15,200 
men employed on work financed by the P.W.A. in 
August; the Southern Pacific at one time had 12,050 so 
employed; the Great Northern, 8,208, and the Illinois 
Central, 6,036. Up to October 15 the railroad projects 
rhad created direct employment on the railroads to the 
xtent of 36,840,900 man-hours and had added $20,386,- 
000 to railroad payrolls. 

_ As of August 15 the Bureau of Labor Statistics re- 
portad 34,347 wage earners working on what it classified 
ds railroad “construction” financed by the P.W.A., in- 
cluding electrification, laying of rails and ties, repairs to 
vuildings, etc., with average earnings of 48.2 cents an 
hour and a total payroll of $1,820,735 for the month. 
There were also 21,053 employed in railroad shops on 
work financed by the P.W.A., with a total payroll of 
$1,642,569 and an average of 63.5 cents an hour. 

, Seographically the shop workers were distributed as 
ollows : 


New England 





Mi _eeeccccccces 591 East South Central........ 2,743 
Middle Atlantic .......... 5,641 West South Central........ 2,463 
East North Central........ 3,529 nS eae 907 
West North Central....... 1,611 PEE, aisivaikaalsoeawaawhows 3,387 


South Atlantic 


From the beginning of the public works program to 
August 15, the value of material orders placed on projects 
financed by the P.W.A. included $5,707,369 for steam 
locomotives, $330,923 for oil-electric locomotives, $17,- 
368,805 for steel rails, $4,757,927 for rail fastenings, 
exciuding spikes, $34,522,560 for freight cars, $5,661,773 
for passenger cars, $219,157 for mail and express cars, 
and $752,021 for railway switches. A total of $2,270,000 
was loaned to five railroads for seven stream-lined trains. 

€cause of the many ramifications involved the Public 
orks Administration has not kept a record showing 
the detailed distribution of the expenditures made under 
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its loans by industries, but the principal purposes for 
which its loans have been allotted are as follows: 


Per Cent of Total 
0.7 


BP Re er eee $81,310,500 
eS Ee ee eee 45,000,000 22.6 
Equipment and roadway repairs........ 37,047,191 18.6 
oe Seer ee 27,423,809 13.7 
NRA AS. ar ea eee 8,826,300 4.4 

$199,607,800 100.0 


‘The P.W.A. has prepared a distribution of its loans 
to 31 railroads among 40 states on the basis of the 
expenditures to be made at the point of primary assem- 
bly, as follows: 





DERM, 6.656 swe $1,432,002 New Hampshire ..... 1,335,571 
er re ee 330,000 New Jersey ..-+....- 9,270,650 
CRE. 6 cesisciswice 3,947,039 New Mexico ........ 121,000 
eS eee er 1,663,905 2 ee 8,565,648 
Comepetient: 6.0.5 o6:<:0: 192,234 North Dakota ....... 564,993 
rere 2,294,313 RIE faraleia c'as4'6cine a 6,043,623 
i grinkn 5s Wieaaieetae 32,938 A ee 75,000 
Oe eee ne 8,496,321 IN a oinsit.c0a neocon 1,119,035 
PUD. 6.00 <n cswes 17,182,175 Pennsylvania ........ 81,160,941 
Bs ie 56 5'e15.5 0 sare 21,200 South Dakota ....... 40,205 
ee 1,932,100 TPeRMONNEE: 6s..6avceees 1 »744,028 
ee ee 785,000 WEE Sccsadsctawaes 2,435,000 
ty SSE Ce reese 298,455 TE hi cis ein enasaous 37,000 
re 18,409,188 ee 54,364 
Massachusetts ...... 6,448,608 OS ete 256,775 
PERE. Sinre es Ris wiee 3,043,968 Washington ......... 598,732 
ee eee 2,106,547 West Virginia ....... 6,381,089 
MissisSippi ......... 2,442,420 ee are 2,341,385 
eS 2,010,764 District of Columbia. 2,981,244 
en 722,336 — — 
MGUGER  subandsatons 690,000 eee Te $199,607,800 


No Subsidy in Railroad Loans 


An important difference between the loans made to 
railroads and many of the other loans and grants by the 
government is that the railroad loans were made for use- 
ful purposes rather than simply to create employment in 
various sections of the country. They will be self-liqui- 
dating in that they provide within themselves the means 
for earning the money to repay the loans. While some 
of them will help the railroads to meet the competition 
of newer forms of transportation the competition will be 
conducted on a business basis, as distinguished from that 
created by the far greater expenditures made by the 
government on highways and waterways which will 
stimulate competition with the railroads on a subsidy 
basis which would be impossible if the users of the facili- 
ties had to provide them at their own expense. Much of 
the P.W.A. money has been disbursed on the basis of 
an outright grant of 30 per cent of the cost of labor and 
material. 

Moreover the experience of the government with loans 
to railroads in the past furnishes precedent for confidence 
that they will repay the money they have borrowed. The 
transportation act of 1920 provided for a revolving fund 
of $300,000,000 to be administered by the Interstate 
Commerce Commission for loans to railroads in the 
transition period following the termination of the war- 
time federal control from which the commission made 
loans to the carriers amounting to $350,600,667. The 
loans were originally made for 15 years at 6 per cent 
but in most cases they were paid off long before that time 
as the railroads were able to refinance from private 
sources. At the date of the commission’s last annual re- 
port $317,438,709 had been repaid, $28,842,102 had not 
yet matured, and only $4,319,854 of principal and $7,- 
654,289 of interest was in default, while the government 
had collected in interest $89,663,047. As the interest 
rate was considerably more than the rate paid by the 
government for money it made a neat profit from the 
transaction. Moreover, during the period of federal con- 
trol the Railroad Administration had advanced for the ac- 
count of the railroads by paying for additions and better- 
ments some $720,000,000 which had not been refinanced 
when the roads were returned to private management, 
and practically all of this was collected by the govern- 
ment with interest at 6 per cent. 





The Prospect for 
Buying 


Maintenance requirements and modernization programs demand heavy 
purchases from manufacturers 


O turn from the distressing facts of the past five 
| years of railway operation to the problem of restor- 

ing the buying power of the largest customer of the 
basic industries in this country presents a prospect stimu- 
lating alike to the carriers and the public served. Not 
since traffic was heavy on the railroads and credit was 
plentiful has the need for new material and equipment 
been more pronounced and the reasons for providing 
them more compelling. 


Normal Railway Purchases 


The railroads normally should spend and do spend 
approximately two billion dollars per year for supplies, 
equipment and services, and absorb directly and in- 
directly approximately one-fifth of all the coal, iron and 
steel and forest products consumed in the country. For 
five years their purchases have, with few exceptions, 
been insufficient to maintain the properties in accordance 
with former standards and have been restricted to the 
barest necessities, forcing many roads to use dispropor- 
tionate amounts of worn material and to resort to make- 
shifts, with the result that large expenditures for ma- 
terials must now be made to restore the service life of 
necessary equipment and facilities and otherwise to over- 
come their run-down condition. 

The most conservative estimates place the deficiency 
in purchases for maintenance alone, which has accrued 
during the last five years at $400,000,000, which is the 
difference between the expenditures made by the rail- 
roads for maintenance materials in that time and the 
expenditures the railroads would have made to move 
the same volume of traffic had they spent proportionately 
as much during the period out of earnings as they did 
before the depression. It is well known, however, that 
considerable deterioration goes on as rapidly when traffic 
is light as when it is heavy. Rehabilitation work requires 
large quantities of rail, ties and ballast and extensive re- 
newals of equipment and structures, the need for which 


Increased Railway 


was forcibly demonstrated this year by the many appli- 
cations for loans from the government for maintenance 
work alone. 

Beyond maintenance is the urge for modernization, 
and the abandonments of unprofitable mileage is not the 
measure of that problem. It anticipates extensive re- 
modeling programs involving radical departures from 
traditional patterns and policies in design, arrangement 
and operation, and new adventures in transportation. 
The demands for lighter weight trains, for faster speeds 
for freight and passenger service, for air-conditioning, 
for the door-to-door delivery of freight, and for greater 
flexibility and economy of operation have forcibly as- 
serted themselves. The traveling and shipping public 
clamors for changes and it is no secret that thousands of 
freight cars and locomotives which have been standing 
on sidings and storage tracks during the depression will 
never be used again. 


Will Recession in Buying Be Temporary? 


The purchases made by the railroads for materials and 
supplies (exclusive of new equipment), after steadily 
increasing from $29,000,000 in May, 1933, to $62,000,- 
000 in June, 1934, declined to $58,000,000 in July to 
$57,000,000 in August, and to $49,500,000 in September. 
This recession has been disquieting and invites the at- 
tention of the public, and it is to be hoped that it will be 
only temporary. 

The fact is that rail transportation faces a new era. 
It can continue operating along conservative and tra- 
ditional lines or it can take the path of progress and ad- 
vancement. The history of the railroads and _ their 
importance to the social and economic order dictate the 
latter course and that is the course they have already 
begun to follow. It is a course of action that requires 
vast expenditures throughout the entire range of pur- 
chasing and that promises to challenge the resourceful- 
ness of industry and government as well as the railroads. 
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A Recently Delivered Heavy Fast-Freight Locomotive—Built by American Locomotive Company 


Prospective Expenditures on Rolling 


Stock and Shops 


Steadily accumulating unrestored deterioration will receive vigorous 
action when net railway operating income shows 
sustained improvement 


HE depression has tremendously influenced the 
| course of affairs with respect to railway motive 

power and rolling stock. Its most obvious effect 
has been the almost complete removal of the railroads 
from the market for new units of equipment and the 
relegation to idleness of nearly a third of the equipment 
owned (freight cars and locomotives), much of it in need 
of repairs. It has caused extensive shop reorganizations 
and an almost complete cessation of shop-equipment buy- 
ing. It has forced a reduction in total operating ex- 
penses and in maintenance-of-equipment expenses of 
one-half, comparing 1933 with 1928-29, What is even 
worse in its effect on the property, the reduction in the 
actual out-of-pocket expenditures on repairs of locomo- 
tives and cars has been nearly 60 per cent, while the 
reduction in equipment use has been less than 40 per 
cent. 

But this is not all. While the normal progress of 
restoration of the equipment inventory has been sus- 
pended, the development of invention, which constitutes 
the major step in the advancement of the art, has gone 
on unchecked. Indeed, the advent of new materials of 
construction has greatly enlarged the scope for the use- 
ful play of the imagination and skill of the designer. At 
the same time competitive highway services, which have 





come clearly into the picture during the depression, have 
removed old restrictions from the thinking of the patron, 
both with respect to the character and price of the service 
which he can demand. Both of these conditions have 
stimulated the progress of obsolescence during the de- 
pression, while the property of the railways has been in 
a state bordering on suspended animation, so far as 
effective development is concerned. 

Railway officers are conscious of these conditions. 
They only await the relief of the paralysis caused by 
lack of traffic and earnings, to act vigorously in the 
restoration of their motive power and rolling stock, not 
only to high standards of repair, but also to the new 
standards of character which have been forming during 
the depression. 


High Spots in the Prospective Buying 


When increased earnings permit an expansion of ac- 
tivity by the railways, they will have to deal immedi- 
ately with a great accumulation of deferred repairs to 
motive power and rolling stock. This aggregates half a 
billion dollars—a volume of work about half again as 
large as was done during either 1932 or 1933. In terms 
of materials, the complete restoration of the present accu- 
mulation of deferred repairs would require close to 
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The Kind of Locomotive Which Maintains Fast Schedules with Heavy Through Passenger Trains—Built This Year by Baldwin Locomotive 
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twice the amounts which were purchased for use in the 
shops during either of those years. This, it must be 
remembered, is in addition to whatever volume of labor 
and materials may be required to keep even with the 
requirements of current business. Not all of this work 
will be done, however. Many of the units of equipment 
which otherwise would require heavy repairs or rebuild- 
ing, have been, and more will be, retired, to be replaced 
with modern units when growth in traffic and earnings 
make it possible for the railways to consider major 
capital expenditures. 

It is impossible to set forth in exact detail just how 
many and what kinds of units of motive power and roll- 
ing stock the railways may be expected to buy to replace 
worn out and obsolete cars and locomotives. There 
are too many new factors in the situation not yet pos- 
sible of full evaluation to permit that. There are, how- 
ever, many indications that replacements and moderni- 
zation will be large and rapid wherever there have been 
advancements in design or new types of facilities have 
been made available. The best evidence of this is what 
has actually happened in spite of the depression. 

In June, 1930, the first air-conditioned passenger car 
equipped for regular service was exhibited at Atlantic 
City, N. J., during the annual meeting of the Mechanical 
Division of the American Railway Association. This 
was the dining car “Martha Washington” of the Balti- 
more & Ohio. About a month later the Atchison, 
Topeka & Santa Fe had its first air-conditioned dining 
car ready for service. Three years later, at the end of 
the 1933 season, 648 cars—Pullmans, dining cars and 
coaches—had been air-conditioned and there are now 
over 2,500 in service. 

In 1932 the possibilities of new materials, which lent 
themselves to extremely light-weight, strong construc- 
tion, were first exploited in passenger cars. The Edward 
G. Budd Manufacturing Company built a light-weight 
rail car, running on rubber tires, in the structure of 
which was employed an entirely new art of construction. 
This was developed to take advantage of the weight- 
saving possibilities of the non-corrosive and high- 
strength properties of stainless steel. Similar cars were 
bought by several steam railroads. In 1933 the Pull- 
man Car & Manufacturing Corporation and the Pull- 
man Company exhibited at the Century of Progress 
Exposition at Chicago a light-weight coach and a light- 
weight sleeping car of approximately standard dimen- 





December 1, 1934 


sions, using the strong alloys of aluminum as the prin- 
cipal material of construction. 

In two years these developments have evolved into 
the high-speed, streamlined, articulated trains, two of 
which, of aluminum construction, have been delivered to 
the Union Pacific and two more of which are now on 
order, and one of which, of stainless steel—the Burling- 
ton Zephyr—is in service on the Chicago, Burlington 
& Quincy, with two more on order. This year four 
other roads have followed with orders for special light- 
weight, articulated trains and orders have also been 
placed for light-weight coaches of more nearly standard 
dimensions. 

About 11 years ago the possibilities of the Diesel 
engine as a locomotive prime mover were first exploited 
in switching service. There are now some 150 Diesel- 
electric locomotives in switching service. These loco- 
motives are mostly of 300 and 600-hp. capacity. The 
builders are now ready to undertake the construction of 
locomotives of sufficient capacity to justify their trial 
in road service. Several such locomotives of 1,800 hp. 
and one of 3,600 hp., in multiples of 900-hp. engine- 
generator sets, involving investments of about three 
times as much per horsepower as the steam locomotive, 
have recently been ordered for trial. 

Such developments, taking place during the depres- 
sion, are striking evidence of the progressive attitude of 
railway officers toward new types of facilities which 
promise improvements in the quality of the service or 
economy of operation. 

What the rehabilitation and improvement of the rail- 
ways means to the durable goods industries is exempli- 
fied by the Pennsylvania electrification project. This 
big program, involving the expenditure of $108,000,000 
for electrification, exclusive of terminal improvements, 
will provide a new form of motive power for 230 miles 
of line. While rehabilitation programs of this magni- 
tude are not to be expected every day or on many rail- 
roads, there are needs for many new locomotives and 
new freight and passenger cars all over the United 
States which have been dammed up for the past four 
years and which will be translated into orders as fast 
as earnings supply the necessary credit. 


Locomotives 


The relatively small number of steam locomotives 
which have been ordered during the past seven years 


The First of 57 New Electric Passenger Locomotives Which Are Part of the Pennsylvania Electrification Project 
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The Diesel-Electric Locomotive Has Proved Its Effectiveness in Switching Service—An Ingersoll-Rand, General-Electric Locomotive on the Reading 


has caused a steady increase in the average age of the 
locomotives owned. A study of the locomotive inven- 
tory conducted by the Car Pooling Section of Federal 
Co-ordinator Eastman’s organization as of October 1, 
1933, indicates the average age of the 51,425 locomotives 





Changes in the Locomotive Inventory Since 1920, Class | Railways 


ruption. The result has been a steady decline in the 
total number of locomotives as well as in the aggregate 
tractive force, but the reduction has come from the 
groups of light locomotives of relatively little value and 
represents a cleaning up of the inventory. In the Co- 
ordinator’s study just referred to the railways reported 
an additional 7,000 locomotives which were already 
scheduled for retirement between the time of the report 


39-177 forth in one of the tables. 


between 21 and 35 years of age. 


and the end of 1938, to be taken largely from groups 


The trends with re- 
36.365 spect to installations, retirements, the total number of 
36,935 locomotives owned and aggregate tractive force are set 


yt In another table are certain facts bearing on the condi- 


41,886 tion of the motive power at the present time. 


It 


is of 


43.338 interest to note that the total number of locomotives on 
4g'953 the lines from which these reports are compiled was 
45,764 less as of October 1 this year than the locomotives actu- 


Aggregate 
tractive Average 
Total force tractive 
Year Installed Retired locos. (000,000) force 
MEA e tera ara lacd eaeerete 1,017 1,254 64,746 2,341 
MI oc dialer bis ohana tire 1,330 1,130 64,949 2,385 
eS Se esr 1,226 1,682 64,512 2,401 37,441 
SSR ee ee ees oe 4,360 3,746 65,327 2,544 
RRR era ree Nice 2,787 2,529 65,358 2,593 39,891 
BE craig atoewralacety slnmnls 1,600 2,873 63,974 2,587 
MN at iro ian ccc c.e Caw 1,882 3,105 62,761 2,611 
ee a 1,542 2,976 61,363 2,606 42,798 
Re Se 1,017 3,047 59,470 2,580 
DEERE rr 1,229 3,134 57,571 2,501 44,801 
ERR a ES 1,160 2,204 56,582 2,527 
a renee 482 1,802 55,149 2,489 
SE SE er ere 477 2,316 53,316 2,430 46,299 
___ ERE ees 262 2,680 50,802 2,349 46,916 








owned by the Class 1 railroads at that time as 20.7 
years. Of the strictly modern types of road locomotives 
—those with four-wheel trailing trucks—-there were only 
1,046 locomotives, while of the four-, six- and eight- 
coupled road locomotives, without trailers, none of 
which is suitable for anything except light service and 
most of which are very inefficient according to modern 
standards, there were 18,048—more than 40 per cent 
of the total road locomotive inventory. These groups 
Tange in average age from 26 to 34 years. Of the 8,803 
switching locomotives of various wheel arrangements 
the largest single group is the 0-6-0 type, of which there 
were 5,796. These locomotives average over 20 years 
of age. 

There are two important groups of locomotives in 
freight service. These are the 2-8-2, of which there are 
9830, and the 2-10-2, of which there are 2,054. These 
represent the locomotives with which the bulk of main- 
ine freight service is performed and their average age is 
15.9 and 14.5 years, respectively. 

While the rate at which the railroads have been in- 
stalling new or rebuilt locomotives has been declining 
during the past four years with the decline in traffic and 
farnings, the retirements have continued without inter- 


ally in service at the beginning of 1928. It also shows 
a steady decline in the total reserve of motive power 
since the beginning of 1933 and an increasing propor- 
tion of the reserve locomotives which are awaiting 
repairs. 

As business increases the railways will come into the 
market for locomotives of the modern types, particu- 





Motive-Power Conditions—Class | Railways 


1 2 3 4 6 
Total 
Locomo- Locomo- Locomo- Locomo reserve 
Locomo- tives tives tives tives locomo 
tives awaiting serviceable stored in service tives 
on line repairs (1-2) serviceable (3-4) 244) 
January 1 
| ee 60,583 4,406 56,177 7,490 48,687 11,896 
3 ae 58,422 4,380 54,042 6,482 47,560 10,862 
ae 56,477 4,112 52,365 6,212 46,153 10,324 
| er 55,184 5,216 48,654 9,716 38,938 14,932 
is ae 53,647 6,990 46,657 10,982 35,675 17,972 
a : Ga 51,724 9,558 42,166 9,387 32,779 18,945 
a 49,637 10,895 38,742 5,913 32,829 16,808 
October 1 
BPOM Ace wets 48,488 10,680 37,808 5.129 32,679 15,809 





larly for main-line freight service and also for heavy 
passenger service. In the matter of freight service 
where modern locomotives have been installed during 
the depression they have replaced locomotives of the 
2-8-2 and 2-10-2 types less than 20 years old. The 
relatively high horsepower capacity of the new locomo 
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Photograph from Wide World 


About to Depart for New York—The Union Pacific Articulated Aluminum-Alloy Train at La Salle St. Station, Chicago, on Its Recent 





Transcontinental Run 


tives permits them to meet the growing demands for 
higher speeds with heavy tonnage trains which the older 
locomotives cannot do effectively. They have demon- 
strated their ability to produce operating economies 
which have proved sufficient in some cases to pay for 
the new locomotives in a matter of three or four years. 

The bulk of the active passenger locomotives are of 
the Pacific type, of which Mr. Eastman’s study reported 
5,528. This group of locomotives averages almost 19 
years of age. The growing demand for longer, heavier 
trains in main-line through service, together with the 
pressure for faster schedules, is increasing the need for 
passenger locomotives of higher capacity. These are 
exemplified by the powerful, high-speed locomotives re- 
cently delivered to the Northern Pacific to handle heavy 
through passenger service on continuous runs of over 
900 miles. 

The replacement of the steam switching locomotives 
by Diesel-electric locomotives, to which reference has 
already been made, has been continuing throughout the 
depression and will undoubtedly be accelerated as im- 
proving credit permits more railroads to undertake major 
capital expenditures. 


The Self-Propelled Car 


No discussion of the future trend of motive power pur- 
chases is complete without reference to rail motor cars 
or light-weight self-propelled trains, such as those now 
owned by the Union Pacific and the Chicago, Burling- 
ton & Quincy. Rail motor cars of conventional con- 
struction and propelled by gas-electric power plants have 
been used in place of steam trains in local passenger 
service for the past ten years. They have effected re- 
ductions in train-mile costs amounting to about one- 
third, without, however, providing any improvement in 
service. 

The new high-speed, articulated trains offer much the 


same possibilities for the reduction of out-of-pocket costs 
as the older cars, but their overall economy is somewhat 
reduced by the greater first cost. So far they have pro- 
vided an element of novelty in the character of the serv- 
ice rendered and, by the improved schedules which they 
make possible, they will undoubtedly effect permanent 
improvements in service where conditions are favorable. 
As far as may be seen at the present time, however, these 
trains can only be applied where traffic conditions are 
sufficiently stable to be met by trains of inflexible con- 
sist. For more general light service there is a field for 
light-weight, rail motor cars propelled by Diesel-electric 
power plants to be operated with varying train consists. 

The reduction in weight without sacrifice of strength 
which has become possible for new passenger cars, to- 
gether with improvements in form to reduce air resist- 
ance, has not only increased the interest in Diesel-electric 
motive power for passenger service by reducing the 
horsepower capacity required, but has also aroused the 
interest of the builders of steam locomotives. The build- 
ers all have developed proposals for medium capacity 
locomotives, designed to operate at sustained speeds ap- 
proaching 100 miles an hour. Where more than five or 
six cars are to be hauled such motive power, separate 
from the train itself, will be attractive. One road has 
already ordered two such high-speed steam locomotives. 


Freight Cars 


As in the case of locomotives, retirements have been 
kept up during the depression at a much higher rate than 
have the installations of new or rebuilt freight cars. The 
result has been a fairly sharp decline in the number of 
freight cars of railroad ownership and almost as great a 
decline in aggregate capacity. The reports to Co-ordi- 
nator Eastman as of July 1, 1933, indicate that further 
retirements of about 148,000 cars were on the program 
at that time for the years 1934 and 1935. These pro~ 
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grams indicate a continuance of the process of cleaning 
up the inventory and have practically no relation to the 
attitude the railroads will take toward the purchase of 
new equipment when the demand for cars increases and 
adequate earnings permit the serious consideration of 
major capital expenditures. 

New designs and new materials, which have entered 
the field during the depression, have materially changed 
the state of obsolescence of the present freight-car inven- 
tory of the railways. The new standard box car de- 
veloped by the Car Construction Committee of the Me- 
chanical Division of the then American Railway Asso- 
ciation, in co-operation with a design committee of the 
American Railway Car Institute, has provided a car 
about 3,000 lb. lighter than those of equivalent capacity 
built from earlier designs. The possibility of further re- 





Trend in Freight Car Ownership—Class | Railroads 


No. cars Aggregate 
Year Installed Retired at end of year capacity 
eee 139,083 128,573 2,357,221 105,569,670 
SE eee 93,369 103,152 2,348,643 105,952,818 
RE A ae ee 73,254 96,991 2,324,799 105,845,568 
ee: 62,945 90,707 2,297,549 105,321,832 
TN aia shag 4aa-e!0 94,946 115,869 2,277,464 105,410,586 
Eee 81,038 82,101 2,276,793 106,179,768 
Re ere 14,910 82,828 2,201,407 103,421,700 
ical ris sea 9m)'@ Oe 8,545 69,394 2,172,414 100,901,484 
ic aval ie ese oeraca'e 6,428 117,273 2,061,233 96,734,269 





ductions in weight by the use of corrosion-resisting steels 
or aluminum alloys has also come into the picture and 
cars using these materials have been built for the pur- 
pose of determining the practicability of their use. This 
applies also to open-top cars in which U.S.S. Cor-Ten 
steel, a high-strength corrosion-resisting material, as well 
as aluminum alloys, have been utilized to effect an in- 
crease in the ratio of paying load to gross load, from the 
customary 72 or 73 per cent to over 80 per cent. The 
possibilities of the Duryea cushion underframe and of 
improved truck springs, to reduce damaging shocks to 
lading are factors which will also influence the future 
trend of equipment construction. 

The replies to Co-ordinator Eastman’s freight-car 
questionnaire last year indicate that there were in serv- 
ee a year ago more than 600,000 cars equipped with 
arch-bar trucks which the railways have decreed should 
not be offered in interchange after January 1, 1936. 
About 367,000 of these cars are 21 years of age or more. 
Considering the advantages offered by new designs and 
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new materials, it is doubtful whether any of these cars 
will again be rebuilt. 

Not all of them will require rebuilding within the life 
permitted with the arch-bar trucks, but neither will they 
justify the expense of new trucks. Their replacement 
will undoubtedly be accelerated as it becomes possible for 
the railroads to undertake extensive capital outlays. 

A factor of uncertain influence on the future purchase 
of freight cars is the recognized need for a simple and 
cheap means of road-rail transfer of merchandise ship- 
ments without the necessity of incurring the cost of 
freight handling between the road vehicle and the car. 
Several forms of demountable containers have been de- 
veloped and are in service within restricted areas, but 
none is yet available for universal interchange. 

From the railroad operating standpoint the ideal car 
is one which can be used for transporting all commodi- 
ties. Then every car is alike, thus simplifying repairs, 
and there need be no empty-car movement beyond the 
necessary balancing movement in the direction of light 
traffic. Such a car, however, must be a compromise, if 
it were possible to produce it, and it would fail to meet 
the special needs of many commodities from the shipper’s 
standpoint. So long as the purchase of transportation 
is made in a buyer’s market, the railways will provide as 
many special types of cars as improve the character of 
the service for commodities the transportation of which 
they wish to retain. 


; Passenger Cars 


The factors affecting the purchase of passenger cars 
are somewhat different from those affecting motive 
power and rolling stock. Passenger revenues have been 
declining steadily since 1920 when they amounted to 
1,289 million dollars. In 1929 they amounted to 874 
million dollars and in 1933 they had gone down to 329 
million ‘dollars. The loss of business reflected in these 
figures, largely as the result of the competition of private 
automobiles, but increasingly as the result of bus trans- 
portation, has aroused the railways to a keen conscious- 
ness of the need to merchandise their service. This in- 
volves consideration both of price and quality. 

The importance which elements of taste as well as of 
comfort have thus assumed are exemplified in the new 
high-speed, streamlined trains, in the recently announced 
program of the western railways calling for the air-con- 
ditioning of 2,500 passenger cars for the 1935 summer 
season, in the rehabilitation of existing passenger cars 





A Box Car Built of the New Corrosion-Resisting Steel by the Baltimore G Ohio 
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A Hopper Car in Which the Use of New Material Has Reduced the Weight About Seven Tons 


with new seats of more comfortable design, and in the 
consultation of artists and architects in connection with 
the fixing of exterior lines as well as of interior deco- 
tations. 

There are 25,700 passenger-carrying cars of railroad 
ownership in addition to about 2,200 dining, parlor and 
sleeping cars, and over 9,000 Pullman cars, of which 
5,000 are in use. How many of these cars will ulti- 
mately be air conditioned it would be difficult to say. 
The needs of the better trains, of the class already com- 
pletely equipped on several roads, however, represent a 
demand about four times that already supplied and the 
field will probably expand somewhat as time goes on. 

Much the same considerations apply to the fitting of 





Style Is a Big Factor in the Remodeling of Passenger Cars—A Recently 
Modernized Lounge Car of the Illinois Central 


more comfortable seats and better toilet and lavatory 
facilities in coaches as well as to their redecoration. 
Several roads have undertaken extensive programs of 
this kind, using P.W.A. funds, and a restoration of rail- 
way credit will bring others into the market. 

Many of the existing cars will never be modernized, 
but will be retired and replaced with cars of better con- 
struction’ and modern appointments. In round numbers, 
there were 25,700 coaches and passenger-carrying com- 
bination cars on the Class I railways at the end of 1933; 
8,600 of these cars—about one-third—are of all-wood or 
steel-underframe and wood-superstructure construction. 
After several years of meager purchases a number oi 
roads have come into the market with extensive orders 
for passenger coaches, employing P.W.A. funds to re- 
place cars in these groups. A return of earnings and 
credit will cause them to be rapidly replaced. 

Another general indication of the acuteness of the 
needs of the railways for expanded repair and rehabilita- 
tion programs, as well as for the purchase of new equip- 
ment, lies in the fact that 14 railways have spent about 





Passenger-Train Cars Owned by Class | Railways December 31, 1933 


Wood 

and steel 

Total All-steel under frame 

NR cS rd Dr: Deg Sales giccirge Ghahieare 21,729 14,904 6,825 
rere eon 3,973 2,167 1,806 
OS EO Coe ae 2,959 2,099 860 
NN ie na TE as cu, wo Sole aah 1,624 1,358 266 
NE Rae ca iri atte bia gla cca aoe ale 464 297 167 
I i ct sory. aromas craved ave 192 160 32 
ME URIOED oiot'enacis ecu econ cer 11,215 6,520 4,695 
MN ee tire ratntiot kc ainae singe aoa 947 902 43 
Other pass.-train cars...........- 3,407 340 3,067 
WME oar ae oe NAc ecareeer 46,510 28,747 17,763 





$30,000,000 of money borrowed from the P.W.A. t 
make heavy repairs and modernize some of the accumula- 
tion of worn-out locomotives and rolling stock, and eight 
of these same roads used an additional $28,000,000 of 
P.W.A. money for the purchase of new locomotives 
freight cars and passenger equipment. 


Shop Machinery 


Before the depression the railroads spent be 
seven and twelve million dollars annually for ma 
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tools and shop equipment to supply the needs of the 
many locomotive and car-repair shops throughout the 
country. Since 1929, due to the necessity of curtailing 
expenditures as a result of traffic decreases, there has 
been an almost complete cessation of purchases of this 
type of equipment. During the past four years the 
drastic retrenchments that have been necessary have re- 
sulted in reorganization of maintenance facilities and 
have caused most roads, the larger ones at least, to con- 
centrate their repair operations at the large, centrally 
located shops where the more modern facilities have 
enabled them to perform the work at the lowest possible 
cost. Because of this concentration the value of modern 
tools has been forcibly demonstrated. 

During the past two years mechanical officers have 
undoubtedly given more specific thought to the relation 
of machine tools and shop equipment to the maintenance- 
of-equipment problem than at any time in the last decade 
and the results of their investigations have convinced 
most of them that, when funds are available, substantial 
economies may be effected by the replacement of the 
shop equipment that is now obsolete. 

During the 10-year period ended with 1929 the Class 
I railroads expended an average of 400 million dollars 
a year on locomotive repairs alone—the largest single 
account of railway operating expenses—and it has been 
estimated that modern shop equipment could effect a 
reduction in this expense of from 10 to 15 million dollars 
annually. 


Conclusion 


During the four years of the depression there has been 
a general suspension of the purchase of motive power, 
rolling stock and shop machinery. During this period 
new materials of construction, better designs and new 
conceptions of service have accelerated the growth of 
obsolescence of the existing equipment. That the rail- 
ways are alive to the importance of these developments 
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A Commuters’ Club Car on the New York, New Haven & Hartford— 
The Air-Conditioning Unit May Be Seen in the Clerestory at the Center 
of the Car 





and will take full advantage of them when earnings per- 
mit the serious consideration of major expenditures on 
capital account is evident from the attitude toward air 
conditioning and the disposition to undertake trials of 
new forms of equipment, even during the years of the 
depression. 





Shop Improvement Programs Are Necessary to Hold Repair Costs Under Control 
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How Monthly Expenditures for Maintenance of Way and Structures During the Last Five 
Years Compare with the Average Outlays for the Corresponding Months in the Five Years, 


1925 to 1929, Inclusive 


Prospective Expenditures on 
Roadway and Structures 


operations during the years 1930-33, inclusive, 

provided the basis for the statement in the Rail- 
way Age of October 28, 1933,* that it would require an 
expenditure of about $700,000,000 to restore the fixed 
properties of the railroads to the high standard of phys- 
ical condition that prevailed in 1929. No facts have 
been developed since that time which point to the need 
for a revision of that figure, except for such adjustment 
as might well be made to take into account further de- 
ficiencies accruing during the last year. 

However, retrenchment during the depression has 
been confined by no means to a curtailment of the out- 
lay for maintenance, for it is disclosed also in the decline 
in the expenditures for additions and betterments. The 
net capital charges for improvements to the fixed proper- 
ties in the four years 1930 to 1933, inclusive, were less 
by a billion dollars than the corresponding charges for 
the four years 1926 to 1929, while the charges to capital 
account in 1933 represented only one-tenth of the annual 
averages for the five years 1925 to 1929, inclusive. 

Much has been said and written during the last year 
concerning the marked increase in the efficiency of main- 
tenance of way practice during the depression period, 
some of these expositions going so far as to intimate that 
much that was done during the prosperous “twenties” 
was economically unwarranted, if not actually wasteful. 
That the maintenance of way forces of the railroads have 


A STATISTICAL analysis of maintenance of way 


* Railroads Far Behind in Maintenance of Tracks and Structures, page 
8. 


been able to keep the properties in a safe and usable 
condition in spite of drastic cuts in both labor and ma- 
terial allotments is a record of outstanding accomplish- 
ment that no one will dispute. But instead of serving to 
depreciate the policies and practices of the period ending 
with 1929, it provides a convincing demonstration of the 
high order of administrative skill with which the rail- 
ways were managed during those prosperous times. The 





Every advance in the art of transportation, 
every improvement in engineering technic 
and every change in the channels of trade take 
their toll from the usefulness, effectiveness 
and efficiency of some unit or units of the 
railway plant, and unless these units are re- 
placed by others better devised to meet cur- 
rent needs, the plant will soon be reduced to 
a state of hopeless impotence. Keenly aware 
of this, railway management awaits portents 
of restored revenues that will warrant the 
initiation of vast programs for improvements 
as well as for the replacements so sorely 
needed to make good: the deficiencies of the 
protracted period of under maintenance. 
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maintenance record since 1929 has been possible only 
because of the reserve strength that was built into the 
properties during the preceding era. Skill in the conduct 
of maintenance work during the last four years has been 
manifested primarily in the gradual withdrawal of that 
strength without exceeding the margin of safety and, in 
most cases, without resorting to methods that will make 
reparation unduly expensive, compared with the cost of 
a more orderly program of upkeep. 

As shown in the table of expenditures for maintenance 
of way and structures of Class I railroads, as well as 





Expenditures for Maintenance of Way and Structures, 
Class | Railways 


Mera T9CS-192S,, TUGIUNEVE & ocak o.oo 8.66:4. 609 bid 0:08 SO 0 0kelS $849,021,000 
BD cc caiaaiew eine Seah and Mraleia mia a Tavera a aeheuw are alai a accra ere eee a ceuslee ite 705,471,000 
ND 17a he mg sig hal 0a rot biet 6 ove a ririnvel akon Ria a, Glo wiale wie ecu voleransbacarote 530,613,000 
SE ces ca al atcgl cca lig x 9 ale iv ore a AED ata o ly cor eiel es aan ae ware Salata eee 351,077,000 
Sea cena niniac aepehen eaients Sle ¢ 322,286,000 
ae OPIN 855s a6 aries 9 esd dws orn u'"0eidrualg mS acia a. wile Bias ecerexel a ocmvoness 370,000,000 








the chart of monthly expenditures expressed as percent- 
ages of the monthly averages, 1925-29, maintenance of 
way expenditures have increased relatively since April, 
1933, when the outlay represented only 34.2 per cent 
of the monthly averages for 1925-29. For the month 
of July, 1934, the corresponding figure was 45 per cent, 
the highest since March, 1932. 

For a number of months, following the late fall of 1933, 
maintenance of way activities were affected favorably 
by the stimulus of the government’s PWA loans that 
were the means through which orders were placed for 
about half of the 800,000 tons of rail purchased since 
that time, and which enabled a number of roads to ex- 
pand their maintenance budgets. However, owing to the 
curtailment of activities during the second half of the year, 
the total expenditure of Class I railways for 1934 will prob- 
ably not exceed $370,000,000, or only about $48,000,000 
more than for 1933. As a consequence, the expenditures 
in 1934 have not been sufficient to make good the wear 
and tear due to traffic or the loss of service life due to 
natural causes, and the accumulation of deferred main- 
tenance has increased rather than decreased during the 
present year. 

Deficiencies in expenditures for maintenance are not 
proportionately the same for all component parts of the 
properties. Some items have received relatively more 
attention than others, the factors of usability and safety 
receiving primary consideration. No figures are yet 
available on the breakdown into the various maintenance 





Crossties Applied in Renewals 





Per Cent of 
Date All Treated Treated Ties 
ee ot SSL utes 86,829,307 
Se ie emer. 86,521,556 
MS Se ee ance 86,641,834 
EEE AS eis ais 84,434,985 
[eee ees 83,073,059 
PEs scala Scie caicaai aiwiciaield 82,716,674 
ce Sa ie ae 80,745,509 55,557,706 68.8 
SSR aeRoieie 78,340,182 57,082,993 73.0 
1928 59,157,540 75.5 
59,047,380 79.1 
1330 Te eee ea 63,353,828 49,720,080 78.5 
a Baa aicaiascieter rete kala 51,501,659 39,827,791 77.3 
e ee oc eee teins 39,190,213 29,435,055 75.2 
7 | ERR RRR RR RNa Ts 37,295,716 26,339,516 70.8 
Leet ate 50,000,000* 
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* Estimated. 





of way accounts for 1934; nor are more than approxi- 
mate figures to be had on the volume of materials used. 
ut it is possible to analyze the status with respect to a 
‘Ww items to an extent that will bear out the general 
rend, as expressed in the dollars spent. 
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The laying of some 750,000 tons of new rail in 1934, 
compared with 403,254 tons in 1932, and 394,536 tons 
in 1933, represents a marked step forward, but it is 
doubtful if the laying of 750,000 tons of rail in 1934 
comprises a rate of renewal sufficient to keep pace with 
the rate of depreciation, even after making due allowance 
for the greater life now being obtained as the result of 
modern methods of conservation. It would appear, there- 


fore, that it will still require the laying of at least 3,500,- 


000 tons of rail to obtain a rail condition equivalent to 
that which prevailed in 1929. 


Tie Renewals More than a Year Behind 


The impetus of greater expenditures for maintenance 
of way during 1934 is reflected also in tie renewals. 
Based on a comparison of expenditures for ties by a 
representative group of railroads during the first eight 
months of 1932 and 1933, it is estimated that about 50 
million crossties were installed in 1934, compared with 
37 million in 1933. While this represents an increase 
of 13 million ties, it would appear from a study of tie 
renewals that the replacements in 1934 were still at least 
10 million short of the number required to meet the 
annual rate of deterioration. This means a deficiency 
in tie renewals at the present time of about 85 million 
ties, or expressed in another way—it would be neces- 
sary for the railways to renew 85 million ties during 
1935, over and above the normal requirements of that 
year, to attain an average tie condition equal to that 
which prevailed in 1929. 

Another disturbing factor in connection with progress 
in tie renewals is the decline in the use of treated ties. 
Whereas 79.1 per cent of all ties applied in replacement 
by Class I roads in 1929 were treated, the proportion 
of treated ties had fallen to 75.2 per cent in 1932, and 
to 70.8 percent in 1933. While this will have no imme- 
diate effect on renewal requirements, it will serve to 
increase the renewal rate within five or six years. 


Are the Tracks Safe? 


Frequent reference has been made to the excellent 
record that has been maintained for the safety of tracks 
and structures in spite of the curtailment of expenditures 
for upkeep. That the record is a good one is shown in 
the table of train accidents resulting from defects or im- 
proper maintenance of way and structures for the years 





Train Accidents Ascribed to Defects In or Improper Maintenance of 
Way and Structures 


Ties Rails | Frogs Interlocking 
and Tie and Rail and andBlock Miscel- 
Year Bridges Plates Joints Switches Signals laneous Total 
1925 10 427 1052 563 4 1207 3263 
1926 10 362 1037 619 7 1256 3291 
1927 6 236 823 527 3 1121 2716 
1928 9 197 744 435 5 822 2212 
1929 7 147 686 470 ++ 781 2095 
1930 7 86 468 300 11 509 1381 
1931 3 47 343 243 0 275 911 
1932 4 44 275 153 4 187 67 
1933 3 39 265 138 1 210 656 





1925 to 1933, inclusive, as compiled from I. C. C. Acci- 
dent Bulletins 94 to 102, inclusive. As shown by this 
table, there has been a progressive decline in accidents 
from year to year, not only as to the total, but also 
as to the several classifications, except in the cases of 
“Bridges” and “Signals” in which groups the number 
is so small that the element of chance exerts a larger 
influence. 

However, because of the obvious influence of the vol- 
ume of traffic on the frequency of accidents, a true meas- 
ure of the accident record is obtained only by comparing 
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it with the number of chances for train accidents offered, 
or in other words, with the locomotive miles (plus motor 
train-miles) run. This comparison is shown in the table 


below : 


Train Accidents 
Ascribed to 
defects in Tracks 
and Structures, 
per Billion 
Locomotive Miles 


Year 

OE 8g ck he deUOd SS KY eb Slee ol Ot-ed meee he eee FeEW Seco 1,925 
Skellie let EE Cele ARE EAGAN GPL REE IONE: 1,850 
ES rn al a, ha Swe ee REE RRR ETP See eee Ora 1,571 
BE, nn eA O6S 6 OCE AERC SS KE 6 CUE EOREREOL SER COMES ORS 1,303 
| RRO errr re er ey ree ye 1,209 
SD bc chee pale tee cae eee s «ete ew ee Vin aa eeee aes 892 
ee RO Fer ee Te ee ee 698 
BE v n.g.bew eh ee cad we¥a@es Ce ed er easreaeteceeees One 603 
ST nc cn ni etiint Cased Reman ta ned © cue nTeneanmree wees 607 


As will be observed from this table, there was a pro- 
gressive improvement in the accident record from 1925 
to 1932, each year showing a markedly better record 
than the preceding year, but that this improvement 
stopped with 1932. The result in 1933 was actually 
less favorable. 

While lack of a similar breakdown of the causes of 
accidents that have occurred in 1934 precludes an ex- 
tension of this comparison into the present year, it is 
possible to approximate the trend by comparing the num- 
ber of derailments (from all causes) for the first six 
months of 1934, with those occurring in the six months 
periods of previous years, as has been done in the table 
below : 

Derailments 


per Billion 


Period Locomotive Miles 


i MD 26. Shc da niet acne eee ented ee ecnne me 5,830 
i fo elu decedececw ele sue e enemas nes 5,600 
a 605s tug tune pe idan eeh Meeensneees 4,920 
re oo. a teu bade enmee eereare nena 4,090 
I 5a 5d ic aha rian a aaa ete erh aes 3,700 
I | 2a ene es Shaan e he RRS R eRe as aeree 3,190 
RR rer erent ere eee 3,060 
i 6 os cant netcsdednd ded ees wsaeneokens 2,910 
cna: nie rae oes tptnic asaranig hs aoa eae a eee ae 3.010 
Second Half 1933 ......cscccccccccccccccccccccessece 3,350 
ff y | eae Sey eee ern 3,360 


While these figures are not strictly comparable with 
those given in the first table, they illustrate the same gen- 
eral trend, namely, a marked decline of the accident ratio 
until the first half of 1932, but with a definite upturn in 
derailments for the three subsequent periods. It may 
be contended that these studies will have to be carried 
over a longer period to warrant positive conclusions, 
but it must be conceded that they indicate a trend that 
should give cause for concern. Since 1925 the railways 
have been engaged in a well-directed movement to re- 
duce accidents and there is no evidence of any lessening 
of the interest or enthusiasm in this campaign. More- 
over, reductions in force have introduced a personal 
equation that is favorable to increased safety since it is 
the older and more experienced employees that have been 
retained in service. 

In view of these factors, an increase in train acci- 
dents ascribed to defects in or inadequate maintenance 
of tracks and structures must be accounted for by defi- 
ciencies in maintenance expenditures. In some measure, 
these are reflected by inadequacy of supervision, inspec- 
tion and patrolling. But, in the main, there is a need for 
greater expenditures for the replacement of rails, ties, 
tie plates, track fastenings, frogs, crossings, switches and 
switch stands, the condition of which bears a primary 
relation to the safety of train operation. 

It is true that these items of the fixed properties have 
received primary attention during the depression years, 
but this has been confined, in so far as possible, to 
expedients designed to insure usability and safety at a 
minimum out-of-pocket expense. Prolongation of serv- 
ice life though the agency of repairs has been carried 
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much further than had hitherto been deemed economica] 
in the long run. Such operations as ballasting, ditching 
drainage work, and the like, have been avoided except 
in cases where the return in the form of lower expenses 
for track upkeep would be realized within a very short 
time. 

Further than this, there has been an almost complete 
cessation of the improvements in roadbed and track car- 
ried on so extensively during the “twenties,” the initia- 
tion of which was predicated on the longer look for- 
ward. Projects under this head include the widening 
of roadbeds, drainage that will insure greater stability, 
heavy beds of ballast, a better tie condition, better track 
fastenings and heavier rail, all for the purpose of reduc- 
ing to a minimum the expense for current upkeep, af- 
fording greater insurance against interruptions to sery- 
ice by reason of exceptional storm conditions, and mini- 
mizing the need for patrolling. During the last four 
years lack of funds has compelled the railway track 
forces to operate on a hand-to-mouth basis, and even if 
they can continue to do so without increasing the hazards 
of handling traffic, which is doubtful, it is certain that 
the cost of maintaining tracks will be materially increased 
unless large expenditures are made for major renewals 
and for a program of progressive improvement. 


Bridges and Buildings 


This same tendency is to be observed in the policies 
pursued in the maintenance of bridges. In general, work 
has been confined to such measures as are necessary to 
insure safety for the least expenditure, and not infre- 
quently this has been carried to the point where the 
expense for repairs exceeds the carrying charges on a 
new structure. Bridge maintenance is influenced but 
little by use. Variations in the volume of traffic handled 
have little effect on the rate of deterioration that gives 
rise to expenditures for upkeep. In spite of this, how- 
ever, the Class J railways spent only $26,000,00 in 1931 
and about $14,000,000 each in 1932 and 1933 for the 
maintenance of bridges, culverts and elevated structures, 
compared with an average of $47,402,000 in the five 
years, 1925-29. The discrepancy represents the amount 
that will have to be spent eventually for heavy repairs 
and for the operating charges incidental to the replace- 
ment of old structures that have outlived their economic 
usefulness. 

The work of maintaining buildings consists almost 
entirely in making good the ravages wrought by the 
elements. Except for the floors of freight houses and 
platforms, use exerts little effect. Notwithstanding this, 
the Class I railroads, which expended an average of 
$79,000,000 a year on the maintenance of buildings o! 
all classes from 1925 to 1929, spent only $43,000,000 in 
1931, $28,000,000 in 1932, and $25,000,000 in 1938. 
True, the expenditures in the years prior to 1930 i- 
cluded charges for the retirement of many buildings 
replaced by new structures, and the outlay during the 
last four years has been reduced by discontinuing the 
upkeep of buildings that have been abandoned. But lib- 
eral adjustments for these factors will still leave an 
enormous sum in the form of an accrued deficiency 
building maintenance. 

In the case of water service, maintenance charges dut- 
ing the last three years have averaged little more than 
one-third of the normal annual outlay of $10,444,000 dur- 
ing the five years ending with 1929. Some savings have 
accrued from the reduction in the demand for water, 
sulting in reduced wear and tear on pumps and permit 
ting certain units to be taken out of service, but in @ 
large measure, the savings have been effected by restrict- 
ing upkeep to such work as will insure reliability of sup- 
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ly for present needs, with but small reserve to meet 
unlooked-for demands. 

The discussion thus far has been confined strictly to 
the deficiencies in the expenditures for upkeep, which, 
as stated at the outset, aggregate at least $700,000,000. 
However, it is necessary to bear in mind that this period 
of low maintenance expenditures has also been one of 
minimum outlay for additions and betterments. Obvi- 
ously, properties possessing enormous surplus capacities 
do not offer much incentive for investments in new lines, 
additional main tracks, larger yards or new freight or 
passenger stations, in so far as they can bear any rela- 
tion to the needs of heavier traffic. But there is an 
enormous pent-up demand for improvements that will 
reduce the cost of operating and maintaining the prop- 
erties. 

Under this head the field for improvements in track 
and roadway have been touched on. The impetus given 
to railway research will undoubtedly result in the de- 
velopment of many opportunities for betterments that 
will result in lower costs of upkeep. Bridges are con- 
stantly completing their life cycles and each structure, as 
it comes up for renewal, presents the problem of its 
replacement in kind, or in a more permanent form. 


All Practices Being Observed Critically 


Railway transportation is in a state of flux. At no 
time in the history of this industry have policies and 
practices been subjected to such critical analysis. Inno- 
vations of many kinds are being put to test, and thus 
far at least, two, namely, storedoor delivery and the 
higher speed trains, bid fair to effect revolutionary 
changes that will call for physical betterments of an ex- 
tended character. Preparation for the operation of high- 
speed trains on two routes has already been responsible 
for sizeable expenditures for refinements in line and sur- 
face. Storedoor delivery, or a more effective co-ordina- 
tion of railway and highway transport, will probably re- 
sult eventually in the abandonment of many of the smaller 
ralway freight stations, but will give rise at the same 
time to a revamping of the stations at the points of trans- 
fer from trucks to freight cars, and vice versa. 

But the needs for additions and betterments to the 
fixed properties are by no means confined to such as 
have a bearing on developments of an extraordinary 
character. The award of a $1,550,000 contract within 
the last six weeks for a car dumper installation for the 
transfer of coal from cars to lake boats is illustrative of 
the type of improvement work which the railways must 
catty on to insure expeditious movement of traffic. 

Another class of improvement work that will be re- 
sumed on a large scale relates to additions and better- 
ments to the facilities for the maintenance and servicing 
of cars and locomotives. Some measure of the prospec- 
tive needs in this field with an upturn in traffic is indi- 
cated by the improvements undertaken to meet the limited 
demands of the current year. Thus, during the present 
year contracts have been awarded for 12 coaling stations 
and several large water treating plants, while practice 
in the roadside treatment of water has been greatly 
€xpanded. One railroad, also, has extended the stalls 
1a number of enginehouses to meet the requirements 
ot larger locomotives. The modernization of water sta- 
on pumping equipment has continued on a small scale, 

tin a volume that is inconsiderable compared with the 
‘Pportunities for economies that can be realized in the 
Nay of reduced expenditures for power and attendance. 

he widespread drought throughout the middle west has 
rosed the weak links in the water-service chain, and 

Pe must be strengthened by the development of more 
“equate supplies in many locations. 
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While it is evident that the rehabilitation of the fixed 
properties will demand the purchase of materials as di- 
versified as rails and paint, culvert pipe and pumps, 
switch stands and shingles—the list could be extended 
indefinitely—a corresponding need has been developed in 
the field of tools and appliances employed in the applica- 
tion and repair of materials that go into the properties. 
The five year period, 1925 to 1929, was marked by the 
extensive application of power tools and equipment to 
maintenance of way operations, as indicated by net capi- 
tal charges averaging $10,848,953 annually for roadway 
machines, roadway tools and work equipment. This 
trend was retarded in a measure during 1930, when the 
corresponding charges aggregated $6,918,045, but in 1931 
the purchasing of such equipment had been reduced to 
$1,938,368, while in 1932 the credits for equipment re- 
tired so far exceeded the volume of purchases as to leave 
a net credit of $2,688,316. 

Another comparison is afforded by the expenditures 
for the maintenance of such equipment (including the 
charges for units bought for replacements). These aver- 
aged $43,687,000 annually for the five years 1925-29, 
whereas they totaled $35,876,000 in 1930, $23,876,000 in 
1931, $12,872,000 in 1932 and $12,944,000 in 1933. It 
may be argued that with a marked falling off in use by 
reason of curtailed operations, there would be a corre- 
sponding decrease in wear and tear and therefore a les- 
sened need for repairs and replacements of equipment. 
But the decrease in the maintenance of work equipment 
exceeded the decrease in the magnitude of the operations, 
for whereas the maintenance of way expenditures in 
1930, 1931, 1932 and 1933 amounted to 83 per cent, 63 
per cent, 41 per cent and 38 per cent, respectively, of 
the average expenditures during the five years 1925-29, 
the charges for the maintenance and replacements of 
roadway machines, tools and work equipment during the 
same period represented 82 per cent, 55 per cent, 29 per 
cent and 29 per cent, respectively, of the corresponding 
expenditures during the five-year period. This analysis 
takes no account of the element of obsolescence which 
arises from the rapid development that has taken place 
in equipment of the type employed in maintenance of way 
during the decade that has embraced its introduction and 
extensive application. 

The fixed properties of the railways embrace a wide 
variety of engineering works assigned to equally diversi- 
fied services. Every advance in the art of transporta- 
tion, every improvement in construction practice and 
every change in the channels of trade take their toll from 
the usefulness, effectiveness and efficiency of some unit 
or units of this great railway plant, and unless these units 
are replaced by others, better devised to meet current 
needs, the plant will soon degenerate to a state of hope- 
less impotence. 

Obviously, railway managements are keenly aware of 
this, and await portents of a recovery of traffic that will 
warrant the initiation of programs for betterments as 
well as for the replacements so sorely needed to make 
good the deficiencies of the protracted period of under 
maintenance. They stand ready to authorize greatly ex- 
panded expenditures for track and roadway materials of 
all kinds; for steel, timber, and concrete materials for 
bridges, culverts and buildings ; for the various materials 
and equipment required for the improvement of water 
stations; for new coaling stations and cinder plants; for 
the many specialized accessory products that enter into 
their many classes of fixed properties; and, in addition, 
they will resume their programs for the mechanization of 
roadway and structures’ work, which will entail not only 
the purchase of new machinery but also the extensive re- 
placement of worn and obsolete units. 











Prospective Expenditures — Signaling 
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Modern Automatic Signals Permit Higher Train Speed With Safety 


at least $20,000,000 annually for the next several 

years for new signaling facilities, with resulting econ- 
omy and improvement in train service. They should 
also spend $10,000,000 annually during the same period 
to make good the deferred maintenance, in order to 
insure the dependability of signaling performance that 
today’s exacting schedules require and tomorrow’s still 
faster schedules will make imperative. 

Higher average train speeds between terminals can 
be effected in two ways: By running the trains faster and 
by reducing or eliminating delays. For both of these 


I’ funds* were available, the railways could spend 
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Direction of Train Movements by Signal Indication Under Centralized 
Control Increases Track Capacity 








Expenditures for new 
facilities and for taking 
up deferred mainte- 
nance will aid roads in 
speeding up trains 


objectives, signaling has much to offer. The maximum 
attainable speed depends, of course, on the character of 
the locomotives and cars and the tracks over which they 
operate. However, the proportion of the time on road, 
during which it is practicable for a train to maintain 
the maximum permissible speed, is dependent also on 
the operation of other trains in the vicinity at the time 
of its passing; signaling plays an important part in Co- 
ordinating and protecting train operation under such 
circumstances. 


While the Train Is in Motion 


Once a train is out on the line and has attained its 
maximum permissible speed, it is desirable that it con- 
tinue at the highest speed consistent with safety. The 
spacing distance of automatic block signals is based on 
the braking distance required to stop a train. Higher 
speeds and longer trains result in longer braking dis- 
tances. The new light-weight high-speed trains are being 
equipped with special braking apparatus designed to 
stop, from speeds in excess of 100 m.p.h., within a dis- 
tance not exceeding that required for passenger trains, 
using ordinary equipment, from speeds of about 70 m.p.h. 
Whether this result can be obtained uniformly under 
regular operating conditions remains to be seen. Further- 
more, on many roads the speed of passenger trains, using 
ordinary equipment, is rapidly being increased. Like- 
wise, longer and faster freight trains are the order of the 
day and braking distances required for such trains m- 
crease at a greater ratio than the speed. 

These increases in the required braking distance must 
be met with changes in the signaling to afford safety 0 
operation. If the blocks are lengthened, the track c@ 
pacity is reduced, because trains must be spaced further 
apart and must run too far under the caution indication, 
when approaching an interlocking or when closing UP 
on a train that is just getting into the clear. Therefore, 
in many cases, the automatic blocks must be respaced and 
new signals with four aspects must be installed. This 
means that the signaling on thousands of miles of line 
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must be relocated and reconstructed if the most efficient 
and economical operation is to be attained. On much 
of this mileage old semaphore or even more antiquated 
disk signals are still in service, and they should be re- 
placed with modern efficient light signals. That such a 
change contributes to improved train operation is shown 
by a study made by one road with an extensive mileage 
of well-maintained signals, which found that train deten- 
tions due to signal failures are twice as numerous on 
semaphore territories as on those equipped with light 
signals. When rehabilitating a signal system it is like- 
wise logical to replace the relays and other accessories 
with modern efficient instruments which will pay for 
themselves in power savings alone, as well as provide 
safer operation. The respacing of signals also requires 
an entirely new system of wiring. 

The majority of train delays and accidents attributable 
to fogs can be prevented by continuously-controlled cab 
signaling. On lines near the seacoast, along lakes or 
rivers and in other locations, where storms or fogs fre- 
quently obscure the engineman’s view of wayside signals, 
as well as of trains ahead, if the engineman reduces 
speed to locate the signals and ascertain the aspects, all 
trans are delayed and schedules disrupted; otherwise 
accidents occur. For this reason, cab signaling is neces- 
sary on hundreds of miles of the more important main 
lines if the railroads are to render consistently on-time 
performance with safety. 


Getting Other Trains Out of the Way 


The old idea of clearing the main line 30 minutes 
ahead of limited passenger trains is no longer prac- 
ticable when freight is scheduled for first-morning de- 
livery in distant cities. Especially on single-track lines, 
the solution of this problem lies in the installation of 
centralized traffic control, including the power opera- 
tion of passing track switches and controlled signals for 
the direction of train movements by signal indication 
without the delays occasioned by train-order operation. 
On several installations of this character now in service 
the average freight train time has been reduced about 
18 min. for each mile equipped. In other words, the 
average road time on a 100-mile run can be reduced 
approximately three hours. Furthermore, the use of 
automatic signaling and centralized traffic control for 
directing train movements so increases the capacity of 
a single-track line that it is frequently possible to defer 
the construction of a second track, while in some instances 
sections of second track already built have been removed, 
thereby eliminating the necessity for maintenance, esti- 


mated in one case to be $1,000 annually for each track 
mile, 
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New developments in signaling facilities 
offer a fertile field for capital expenditures 
that will afford large returns in the form of 
operating economies or greater expedition in 
the movement of traffic. The operation of 
trains by signal indication, with power-oper- 
ated passing-track switches, will reduce de- 
lays on the road, while car retarders with 
power switches will expedite the classifica- 
tion of cars in yards. Increased track capac- 
ity and higher average train speeds can be 
obtained more economically by installing such 
signal facilities than by any other means. 
Appropriations for such improvements, 
amounting to at least $20,000,000 annually over 
a five-year period, will yield large returns, 
while an annual outlay of $10,000,000 is needed 
to make good the accrued deficiencies in sig- 
nal maintenance. 











Likewise, on multiple-track lines an important advan- 
tage of centralized traffic control is that it enables trains 
to be run in either direction on any track, thereby per- 
mitting one train to be run around another while all 
trains are kept moving, rather than forcing “Extra 44” 
to lay on a siding for 40 minutes for “No. 1” to pass. 
Especially on districts where the preponderance of traffic 
is in one direction during certain periods of the day, 
either-direction operation under C.T.C. increases track 
capacity as well as average train speeds, as has been 
proved on such installations as that on the Bioston & 
Maine between Fitchburg, Mass., and Hoosac tunnel, 
which includes 54 miles of double track on which trains 
are operated in either direction on each track, with 3 
miles of three-track line using either-direction operation 
on two tracks and 5.7 miles of three track with either- 
direction operation on one track. 

Other than stopping a train to tell it to proceed, as is 
required in the train-order system of operation, the next 
most obviously unnecessary delay is the “know nothing” 
stop and whistle at a railroad crossing. At such a cross- 
ing, the installation of an automatic interlocking will 
eliminate the necessity for stopping most of the trains 
and will pay for itself in the savings effected by keeping 
the trains moving. As an example, the Santa Fe in- 
stalled an automatic interlocking at Marion, Kan., at a 


Delays in Classification Yards Can Be Reduced by Car Retarder and Flood-Lighting So That Peak Capacity Is Available at All Times 
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cost of $8,703, by means of which an annual net saving 
of $15,088 was effected, based on an average of $2 saved 
for each of 8,000 train stops. Furthermore, a large per- 
centage of the mechanical interlockings in service at out- 
lying crossings or junctions can be replaced by automatic 
interlockings with economy, as, for example, at the Rock 
Island-Missouri Pacific crossing at Pleasant Hill, Mo., 
where a mechanical plant was replaced by an automatic 
interlocking at a cost of $5,500, and a net annual saving 
of $4,500 was effected in operating expenses. 


Quicker Freight Classification 


The best of efforts to get a freight train over the road 
are often defeated by yard delays. Here again signaling 
offers practical assistance through power-operated 
switches and retarders for classification yards. With 
such facilities, maximum peak capacity can be attained 
at all hours, regardless of the weather. The more 
prompt classification of cars for departing road trains or 
for delivery to industries is the result. 

In addition, car retarders also reduce operating ex- 
penses by eliminating car riders and switchmen, as well 
as reducing the number of yard engines required. In 
one yard which handled 2,750 cars daily, operating costs 
were reduced from 43 cents to 18 cents per car, saving 
$200,000 annually, a return of 40 per cent on the invest- 
ment for the retarder installation. With 35 classification 
yards now equipped with retarders, adequate information 
is available to prove the desirability of providing such 
facilities in not only many of the larger hump yards, but 
also in smaller yards now operated with flat switching. 

Thus it may be seen that these newer developments, 
such as cab signaling, centralized control, automatic in- 
terlocking and car retarders, which were brought out 
during the “twenties,” and installed only where their 
need was most obvious, are now available in perfected 
form. The railroads need these facilities and know that 
in many instances increased track capacity and higher 
train speeds can be obtained more economically by in- 
stalling such signaling facilities than by any other means. 
Hundreds of cases can be cited in which investigations 
have been made and plans drawn of proposed installa- 
tions which are economically justified, even under pres- 
ent-day traffic conditions. 

However, during the last few years, railroad earnings 
have been so reduced by loss of traffic to unregulated 
competitors that they have not been sufficient to provide 
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funds for these needed improvements, or to maintain the 
credit of the railroads so as to permit them to borrow 
the money required. These conditions must be corrected 
before the railways can provide the facilities essential to 
the better. and faster service required to meet the needs 
of the business world and the growth in population of 
the country. 


The Maintenance Deficiency 


In addition to the approximate $20,000,000 that should 
be spent annually for the next several years by the rail- 
roads to provide modern signaling facilities, they should 
spend at least $10,000,000 annually during the same 
period to make good the deferred maintenance which 
has accumulated during the last five years. In 1929 the 
Class I roads spent $35,140,858 for materials and labor 
for the maintenance of signals and interlockers, while 
during the six years from 1924 to 1929, inclusive, charges 
to this account averaged $32,281,366. In 1931, this 
expense dropped to $25,277,833, in 1932 to $16,771,739 
and in 1933 to $14,536,418. These reductions have been 
effected largely by deferring painting and normal re- 
pairs. Wearing parts, such as cranks and pins, have 
been left in service beyond limits ordinarily permitted. 
Insulated wires and cables, especially those run under- 
ground, have passed their normal life. Storage batteries 
have been “marathoned” to the limit. Lightning arresters, 
rail bonds and other accessories have been neglected 
until they are in need of extensive replacements. 

Likewise, reductions have been made in the number of 
maintainers and in the hours worked, not only by prac- 
tically eliminating repairs and replacements, but also by 
a curtailment of inspections normally made for the pur- 
pose of detecting defects before they cause failures. Of 
course, the fundamental principle of the design of all 
signaling apparatus is that a failure of any part or cir- 
cuit should result in the signal displaying its most re- 
strictive indication. However, such a failure results in 
unnecessary train delays, which can hardly be tolerated 
under present competitive schedules. The fact that com- 
paratively satisfactory service has been rendered by sig- 
naling facilities during the last few years indicates the 
excellent condition of this equipment before curtailments 
were started four years ago. However, the “elastic 
limit” will become evident when failures inevitably in- 
crease, which will be the experience on many roads un- 
less immediate steps are taken to make extensive repairs. 


* * 


A Recent View of the Fixed-Frame, Re- 
inforced Concrete Bridge, 72 ft. 6% in. 
Span, on the Canadian National, near 
Vaudreuil, Que—This Bridge, Described 
in the Railway Age of March 24, Has 
Neither Track Ties Nor Ballast 
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Other Expenditures in Prospect 


Wide diversity of normal railway purchases makes their orders an 


important factor in national recovery 





and magnitude of 

their activities the 
railways buy almost every 
conceivable commodity, 
and in amounts that will 
astonish those not familiar 
with the diversity of their 
purchases. For example, 
their average annual pur- 
chases of linen in the eight 
years to and including 
1929 amounted to $2,000,- 
000 per year, and they 
bought $1,000,000 worth 
of crockery annually. They 
spent $1,750,000 for gaso- 
line in 1933, largely for 
section motor cars, while 
the figure for more normal 
years is much_ higher. 


B: reason of the nature 


enormous quantities. 


and keeping it going. 





What do the railways buy? 
this issue their purchases for the engineering, 
signaling and mechanical departments are out- 
lined in detail, but, as the figures in this 
article show, miscellaneous purchases not in- 
cluded under any of the above heads repre- 
sent a tremendous purchasing power as well. 
The railways buy literally everything, and in 
Their present and po- 
tential importance as customers of the auto- 
motive industry is great. 
quate revenues will witness an enormous in- 
crease in purchases in the miscellaneous field, 
an increase that will go far toward priming 
the pump of the durable goods industries, 


ways, together with their 
motor coach-operating sub- 
sidiaries, purchased 390 
motor coaches and 92 pas- 
senger automobiles direct 
from the manufacturers. 
These were bought by 43 
railway or subsidiary com- 
panies. In addition to 
these direct purchases, 
many units of automotive 
passenger equipment were 
bought from local dealers 
and do not, therefore, ap- 
pear in this summary. In 
1933, the direct purchases, 
by 22 companies, 
amounted to 106 motor 
coaches and 37 passenger 
automobiles. 

Coincident with the de- 


Elsewhere in 


A return of ade- 








Railway purchases range 
from pins to locomotives, and practically every product 
is used in some phase or other of railway operation. 


Nearly 400 Million Spent 


During 1929, the expenditure for materials and sup- 
plies coming under the heading of “miscellaneous pur- 
chases” amounted to $369,752,000. In the years of 
declining traffic that followed, these purchases, along with 
all other railroad purchases, showed a steady decline until 
1933, when, again following the trend of traffic, they took 
an upward turn. A statement of these miscellaneous ex- 
penses by years shows the following figures: 


oll Oe eee ee etc $369,752,000 
a dl ee Sener ie eee 267,700,000 
BMPR) aressroianp' 44 genre iwinalelw tora) 5a welavele 172,150,000 
BERE vkve eS we veiewersc cet ences 114,000,000 
DSS .coccccscccecccctccescescoce 124,730,000 


Thus, even with the improvement’ shown in 1933, the 
miscellaneous purchases for that year still showed a de- 
cline of $245,022,000, as compared with 1929. Even 
though this decline of nearly a quarter of a billion dollars 
were to be spread thinly over the many and varied in- 
dustries which benefit from these purchases, it would 
‘till represent an extremely sizable nest egg on which to 
begin national recovery. 

By far the largest single item in this list of miscel- 
aneous expense is that of “train and station supplies and 
miscellaneous,” which includes, among other things, such 
tems as automotive material, office machines, etc. These 
figures are also interesting. 


Lo ERO ee re reer $113,757,000 
BE Aig. inne ew wheiae ew aside 6sipaiewies 75,600,000 
BME. ia waren cede en <unalis ok! seas 41,300,000 
We, ev eee RAO Cece een velnds 27,450,000 
Me ee eo eee ee Te er 29,400,000 


Motor Coach Prospects 


. For reasons that will be apparent in the following, it 
Sa practical certainty that, with the necessary funds 
wailable, the railways will again buy automotive pas- 
‘nger equipment not only on the 1929 scale, but in 
‘Mounts far exceeding these figures. In 1929, the rail- 
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pression, the rapidly ex- 
panding operation of motor coaches by the railways and 
their subsidiaries settled down for two or three years to 
a more or less static condition, but with a continued and 
increased drive to build up the revenues and reduce the 
expenses of motor coach services already in existence. 
In 1933, this was still true, but there was also a definite, 
noticeable trend toward the use of motor vehicle service, 
largely for the purpose of providing faster and more 
flexible transportation, rather than merely as a means for 
reducing operating expenses through the elimination of 
unprofitable train service. 

This development has continued in 1934, one of the 
most significant new services being the expansion of the 
motor coach operations of the Burlington Transportation 
Company, motor coach-operating subsidiary of the Chi- 
cago, Burlington & Quincy. Hitherto, this company has 
confined its operations exclusively to local, largely train- 
replacement service, but, with the purchase of a fleet of 
new streamlined coaches, through routes have been estab- 
lished paralleling the eastern part of the railway. 

The determined fight of the railways to hold their 
present passenger business and regain as much of it as 
possible, as evidenced by the numerous orders placed for 
streamlined trains, indicates a further hopeful sign for 
the revival and expansion of motor coach operations. 
With this revived spirit, it is unlikely that they will 
overlook the possibilities of the motor coach as a valuable 
adjunct to their through and local passenger services. 

There is also to be considered the fact that the time is 
rapidly approaching when the equipment purchased at the 
time of the greatest railway motor coach subsidiary ex- 
pansion must be replaced. In fact, this time has been 
reached and passed in many instances, without the neces- 
sary purchases having been made, not because the officers 
in charge have not realized the ultimate economies 
available through the purchase of new equipment, but 
merely because there was no money available for the 
purpose, regardless of ultimate savings. 

Closely allied with the development of motor bus 
operation by the railways is their increasing use of trucks. 
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New Coaches Bought This Year—Available Funds Would Materially Increase Automotive Purchases 


Even under present financial conditions the railways and 
their contract agents are buying a number of trucks. 
The development of pick-up and delivery service has 
been largely responsible for this, but developments tend- 
ing toward a vastly increased use of trucks by the rail- 
ways for many purposes are only arrested by a lack of 
money for truck purchases. The moment this condition 
is relieved, the railways will enter the market for trucks 
and on a larger scale than ever before. 

In 1929 the railways purchased 1,764 trucks, 59 trac- 
tors and 31 trailers direct from manufacturers. In addi- 
tion, a number of automotive freight units were 
purchased from local dealers which are not included on 
this list. The purchase figures for 1933 were: 67 trucks, 
2 tractors and 17 trailers, 

The truck purchase figures for 1933 are low, but they 
hardly represent a true picture of the case for even last 
year the inauguration of pick-up and delivery service on 
the part of the railways led to the purchase of many 
trucks, which, although used entirely in railway service, 
handling storedoor collections and deliveries of railway 
l.c.l. freight, do not appear as purchases by railways, 
since most of them were bought by the railways’ author- 
ized contract truckers. 

This year, with the tremendously increased growth of 
pick-up and delivery service, both in the inauguration of 
such service by railways not hitherto providing it, and 
expansion of service on railways that have had it in 





The Mechanization of General Accounting Offices Such as This Re- 
quires the Purchase of Much Office Machinery 


effect, many more trucks have been bought by cartage 
agents for exclusive railway use. The increasingly evi- 
dent trend toward closer supervision by the railways of 
the purchases by their contracting truckers means a 
greater control of the buying of such equipment. 

A considerable number of other trucks, tractors and 
trailers were also purchased for use exclusively in rail- 
way service by contract agents handling railway mer- 
chandise from or to concentration points. This type of 
operation has been growing, as more and more railroads 
have found it advantageous to use trucks for short hauls 
in picking up freight for delivery at concentration collec- 
tion points, followed by a rail haul to concentration de- 
livery points, and distribution from there to local stations, 
using the trucks as replacements for short-haul local, and 
frequently branch-line, train service. 

The reports, as published from time to time in the 
Railway Age, of the almost uniform success in regaining 
merchandise traffic by the provision of storedoor pick-up 
and delivery service indicate a present and_ potential 
source of railway purchases. At the time of the abrupt 
decline in railway revenues the railways were also making 
rapid strides in the mechanization of their freighthouse 
operations by the purchase of platform tractors and other 
equipment for the prompt and efficient handling of L.cl. 
freight. If the storedoor pick-up and delivery service 
continues to bring back to the rails an increasing volume 
of traffic there will be a growing market for such equip- 
ment even under present business conditions, and when 
the general situation improves the railways will become 
still larger customers in these lines. 

Several improved types of freight containers have also 
been developed recently. Despite lack of funds, the de- 
velopment of this type of freight transportation by the 
railways and the manufacturers has been great in the 
past year. Mechanical problems which have had a lim- 
iting effect on the use of this type of equipment are 
rapidly being solved, and, with the railways alert for 
means of meeting competition, there will be a large and 
growing railway market for containers as soon as funds 
are available. ; 

The railways, with their enormous clerical staffs, 
amounting, in “normal times to about 300,000 clerks, ar¢ 
among the largest potential customers for office equip- 
ment and machinery in the country. Moreover, whatevet 
the truth or lack thereof in the charges formerly directe 
against the accounting and statistical departments of the 
railways to the effect that they were behind the times in 
the use of office machinery, this situation does not exist 
today for railway accounting and statistical officers at 
not only sold on the idea of the increased efficiency 4” 
savings to be effected by mechanization of their offices. 





va 





age 
CVE 
s ol 
iS a 


and 
rail- 
ner- 
e of 
oads 
1auls 
slec- 
1 de- 
ions, 
and 


1 the 
ining 
*k-up 
ential 
brupt 
aking 
house 
other 
F Led. 
ervice 
slume 
quip 
when 
ecome 


e also 
1e de- 
dy the 
in the 
a lim- 
nt are 
rt for 
xe and 
- funds 


staffs, 
ks, are 
equip- 
hatever 
lirected 
, of the 
‘mes if 
ot exist 
ers are 
icy all 
offices, 


Vol. 97, No. 22 


but they are also thoroughly familiar with the use and 
value of the machines at present on the market. 

The railways must necessarily maintain elaborate ac- 
counting and statistical departments, in view of the 
complexity of their operations and the comprehensive re- 
ports required by the Interstate Commerce Commission. 
In the years immediately prior to 1929, these accounting 
departments, as reported in the Railway Age on several 
occasions, were being rapidly mechanized. Moreover, the 
demand for accurate, timely and complete figures and re- 
ports covering all phases of operation was increasing. In 
all, the railways represent one of the greatest, if not the 
greatest, actual and potential markets for accounting 
machinery. The results obtained from such equipment 
are now more clearly in evidence than ever before, with 
the necessity for clerical staff reductions that has come to 
every railroad. 

Because of the lack of funds, the railways do not offer 
the present market for office equipment and office ma- 
chinery, which their needs for such devices would in- 
dicate. Potentially, however, the situation is quite 
different. In view of the railways’ present attitude to- 
ward the desirability of modernizing and mechanizing 
their accounting, statistical and other intrinsically clerical 


* x 
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departments, there can be no doubt but that, as soon as 
railway purchasing power is restored, these purchases 
will be resumed on a large scale. 

Just how large a scale is difficult to determine, since 
exact statistics as to the number of such machines on all 
of the railroads are not available, but the figures for one 
large western railroad will give an idea of the market 
possibilities. In addition to 2,064 typewriters, this rail- 
road owns 2,157 adding and listing machines, book- 
keeping and accounting machines, calculators, commercial 
numbering machines, ediphones, dictaphones, mimeo- 
graphs, addressographs, pay check writers, money chang- 
ing devices, etc., with a total investment of more than half 
a million dollars. The annual repair bill alone for these 
machines runs to approximately $30,000, 


Conclusion 


The priming of the pump by the railways to the 
amount of some $250,000,000 additional miscellaneous 
purchases per year, largely from the durable goods in- 
dustry, merely awaits a return to the railways of some of 
the traffic of which they are logical carriers and traffic 
which would return to them under any sort of fair com- 
petitive conditions. 
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Railways are losing traffic and railway employees their jobs 
because of the low wages paid by competing transportation 
agencies— W ages must be placed on parity, but at what level? 


HEN there are two standards of money, one 
W/ cheap and one dear, but either of which is 

equally legal in payment of debts, the public 
soon learns that it will be ahead by paying its debts in 
the cheaper money. The dearer disappears from general 
circulation. This phenomenon occurs unfailingly when- 
ever two unequal standards of money are legalized and 
is recognized in economics as Gresham’s Law, deriving 
its name from Sir Thomas Gresham who first called at- 
tention to this characteristic of human behavior about the 
middle of the sixteenth century. 

There is also what may be called a Gresham’s law of 
labor. If the prevailing wage of domestic servants in a 
given community is, say, $10 weekly, and if there is an 
influx into that community of Orientals seeking employ- 
ment and whose standard of living is satisfied by $5 a 
week, one of two things happens—either the Orientals 
get virtually all the jobs, or else the general level of all 
domestic wages declines to the $5 level. That is to say, 
just as cheap money drives out the dear under Gresham’s 
law, so does cheap labor drive out dear labor, unless the 
dear labor will come down in price. 


Competitors’ Low Wages a Major Railway Handicap 
This law is in operation in the transportation indus- 


ployees, has not come down in price, but is instead losing 
its employment to labor on the highways and waterways 
which is willing to work longer hours for a mere fraction 
of the wages paid to railway employees. If railway 
managements had been willing to take advantage of the 
glutted labor market and had reduced railway wages, as 
their competitors have in many instances, to a level of 
bare subsistence, then one of the principal handicaps the 
railways encounter in meeting competition would not 
exist. 

Instead the managements have recognized the desir- 
ability from a social and ethical standpoint—however 
doubtful from a cold-blooded business point of view— 
of endeavoring to protect their employees insofar as pos- 
sible in the high standard of living they have attained— 
a standard of living, incidentally, which America can well 
afford under normal business conditions to workers as 
efficient as railroad men are. The maintenance of these 
wage levels on the railroads has, however, necessitated 
the maintenance of higher levels of rates and greater 
curtailment of service than would otherwise have been 
necessary. Such rates and curtailment of service have 
caused the diversion of traffic to the highways and water- 
ways which otherwise might have continued to move by 
rail. If this traffic had been held on the railways, owt- 








try. The high-priced labor, represented by railway em-_ ers of railway securities would be better off than they ar¢ 
Drivers’ Wages—Highway and Railway Compared 

Difference Difference 

Intercity Passenger in favor Intercity Freight In favor 

Bus Loco. of Loco. Truck Loco. of Loco. 

Drivers Engineers Engineers Drivers Engineers Engineer 

Av. hours per week...... 51.1 37.7 — 26% 53.2 41.9 — 20% 

Ay. hourly earnings...... $0.584 $1.574 +170% $0.472 $1.281 1 

Av. earnings per week... $29.82 $59.34 + 99% $24.68 $53.67 +1 
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Inequality of Wages in Transportation 
Is Unjust— 


To Railway Labor, because it causes loss of 
jobs to cheap labor in highway and waterway 
transportation ; 


To Highway and Waterway Labor, because 
the power of the federal government has been 
exercised to help railway labor build up and 
maintain high standards of employment, 
which power the government has not exer- 
cised in behalf of other transportation labor; 


To Railway Owners, because it places an ar- 
bitrary and gratuitous obstacle in the way of 
profitable operation of their properties in the 
public interest; 


To Railway Patrons, because it compels 
them to pay rates to cover labor costs which 
are much higher than those which patrons of 
other forms of transportation are required to 
pay for; 

To Manufacturers of Railway Equipment 
and Supplies and Their Employees, because 
gratuitously and indefensibly, it restricts the 
market for their products while artificially 
stimulating the markets for manufacturers of 
products used by low-wage transportation 
agencies ; 

To Taxpayers, because it tends to shift 
trafic from a form of transportation which 
yields taxes to those forms which consume 
taxes; 


To Society in General, because the diversion 
of trafic by low wages has a deflationary ef- 
fect on wages in general which, if continued, 
must result in a general lowering of the 
standard of living. 











now. Likewise, with more traffic and. less curtailment 
of services, fewer employees would have been furloughed. 


Furloughed Employees and Security 
Owners the Chief Sufferers 


The policy of maintaining high wage standards for 
telatively few employees, therefore, has been followed 
largely at the expense of railway security owners and of 
those employees whose services have been dispensed 
with. Whatever may be the social desirability of main- 
taining a high living standard for a favored group of 
employees, it is plainly evident that the policy has social 
lsadvantages as well. It cannot continue indefinitely. 
Railway employees must face the certainty that, unless 
the wages and working conditions of comparable labor 
in highway and waterway transportation are raised, then 
those of railway employees must come down to the com- 
Petitors’ level. 

The railways are in much the same position as a self- 
tespecting merchant who wishes to sell only reliable 
merchandise to his patrons and who desires to pay his 
‘mployees a living wage. He has, however, to meet the 
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competition of “chiselers” who do not hesitate to pay 
starvation wages to their employees and otherwise under- 
mine business standards. Sooner or later the merchant, 
if this cut-throat competition continues, is faced with the 
alternative of going out of business entirely or of reduc- 
ing his labor and other costs by the same practices his 
competitors employ. One of the announced purposes of 
the N.R.A. was to end competition at the expense of labor 
standards. 

This principle, however, the N.R.A. deliberately 
ignored in dealing with transportation. Instead it per- 
petuated the existing injustice by authorizing wage 
minima in highway transportation which are but a piti- 
ful fraction of the wages paid by the railways for com- 
parable employment in competing services. 

Railroad managements—if the loss of traffic to com- 
petitors paying low wages continues—will have no al- 
ternative except to reduce railway wages to an equivalent 
competitive level. They cannot do otherwise and fulfill 
their responsibilities to railway owners who have en- 
trusted the property to their care. If railroad employees 
wish to avoid this painful outcome, if the American pub- 
lic and the government wish to see decent living stan- 
dards maintained in the transportation business, and if 
they wish to avoid the industrial conflict which might 
result if railway managements are forced to take this 





Wages of Truck Mechanics and Railway Machinists 


Compared 
Difference in 
Favor of 
Truck Railway Railway 
Mechanics Machinists Machinists 
Avg hours per week.... 52.6 39.1 —25.7% 
Avg. hourly earnings.... $0.529 $0.756 +42.9% 
Avg. earnings per week.. $27.77 + 64% 


$29.56 





step, then it is time for them to wake up and correct the 
conditions which are bringing this outcome nearer and 
nearer each day. 


Some Railway Wage Practices 
Are Obsolete and Indefensible 


Despite the desirability of equalizing wages in all forms 
of transportation, and the social advantages of securing 
that equalization by leveling highway and water trans- 
portation wages upward rather than railway wages down- 
ward, there is one phase of railway working conditions 
which is obsolete and which cannot reasonably be de- 
fended. This is the present mileage basis of payment 
in fast freight and passenger service. Freight train and 
enginemen receive eight hours’ pay for each hundred 
miles run in less than that time. When this correlation 
between 8 hours and 100 miles (i.e., 12% miles per 
hour) was originally made the average speed of freight 
trains was less than 10 miles per hour. Now the average 
speed is 15.9 miles per hour and the average freight train 
crew earns its day’s wages in 6 hours, 17 minutes. In 
fast freight service the day’s pay is often earned in as 
little as three hours. This increase in speed has been 
necessary to meet competition and to hold traffic on the 
railways—which is as much to the advantage of the em- 
ployees as it is to railway owners. The train and engine 
crews alone are certainly not responsible for this in- 
creased speed—rather the whole railway organization has 
co-operated to secure it. 

Is it fair that the fruits of the increased speed should 
be shared so unfairly, and that one class of employees 
alone should thereby be able to secure a day’s pay 
for three or four hours’ work? 
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In passenger engine 


ments. They are rights 


service 100 miles is taken Before fair competition can be said to exist, no less fundamental and 


as the equivalent of five 
hours, which latter is 
justly considered a good 


it will be necessary that the various transport 
agencies pay the same rates of wages for com- 


no less “human” than those 
of railway employees to 
fair wages and working 


day’s work for a passenger parable skill, render reliable service on a non- conditions. The time is 
engineman. But trains are discriminatory basis, and bear an equal tax soon coming when some 
now being developed to burden. of the sacrifices made nec- 


operate at 100 miles or From the Annual Report of the Interstate Commerce Commission, essary by prevailing con- 


more per hour. Can it be SO o a0Ee: 





ditions will have to be 








seriously contended that 
it will be fair, on such 
a train, to pay the engineman five days’ wages for 
five hours of work? If this contention is made, then 
the success of these unit trains in competing with 
buses and airplanes will be severely limited. Air 
pilots work five or six hours and cover up to 1000 miles 
for a day’s wages, and bus drivers work eight to ten 
hours and cover 200 miles or more. 

A mileage basis of payment is justified in train serv- 
ice as an incentive to train crews to keep their trains 
moving, but it ought to be correlated with present-day 
train speeds and not those of ancient history. If the pre- 
war speed basis of payment continues, it will act as a 
severe handicap to the railways in their attempt to win 
back traffic from their competitors which are not tied 
down by any such restriction, and which cannot in jus- 
tice be required to assume such a handicap. The in- 
ability of the railways by reason of these obsolete rules 
to make effective use of the new high speeds to win back 
traffic to the rails would work to the disadvantage not 
only of train and engine service employees, but to that 
of all other classes of railway employees as well. 


Right to Protection of Savings Cannot Be Overlooked 


In their sympathetic consideration of the claims of 
railway employees to generous wages, the managements 
cannot ignore entirely the just rights of investors in rail- 
way securities. Rights to income from the ownership 
of property are just as “human” as the rights of a 
worker to wages. If any man doubts this let him ask 
himself whether he would not consider himself just as 
much robbed if his savings bank refused to pay him his 
deposits as he would if his employer refused him his pay 
check. The savings, no less than the pay check, represent 
the fruits of the man’s labor. Naturally, if he ventures 
to gamble with part of his savings, he has no right to 
complain if he is not repaid dollar for dollar. Neither 
can he rightfully protest if he speculates on the stock 
market and loses. But if he puts his savings to use in the 
most conservative investment he can find—if he deposits 
them in a savings bank, uses them to buy life insurance 
or buys outright the stock in some conservatively capi- 
talized and useful industrial enterprise—then he has the 
right to expect that those to whom he entrusts his money 
will guard it with extraordinary care; that they will 
honestly defend it in every way that they can. 

The money of insurance policyholders, of savings bank 
depositors, of hospitals, colleges and charitable institu- 
tions is invested in railway securities. The rights of 
these millions of people to the protection of their in- 
vestments are in the guardianship of railway manage- 


spared by this latter 
group, if the rights of 
the former are not to be ignored altogether—unless 
employment conditions in the whole transportation 
industry are quickly brought up to the railroad level 
wherever competition exists. The managements cannot 
avoid facing this issue squarely even if they should desire 
to do so. They are the servants of railway owners and 
these latter are becoming critical of railway wage levels 
maintained at the complete sacrifice of the owners’ 
interest. 


Does Public Favor Good Wages? 


Some people—even some officials high in the govern- 
ment—are unsympathetic with the policy of the railways 
in maintaining wages and working conditions, believing 
that both wages and rates should come down. Railway 
employees and social-minded persons in all walks of life 
who desire to prevent the break-down of the high stand- 
ards of labor built up over long years in the railroad 
branch of the transportation business should take cog- 
nizance of this viewpoint wherever it exists. If a large 
body of the American people, including government 
officials, are not favorable to a high standard of living for 
persons engaged in transportation and will not take the 
necessary steps to enable that standard to be maintained, 
then railway managements alone and unaided can do 
nothing effective toward protecting it. 

If all freight trains could have 100 or more cars and all 
passenger trains 200 or 300 passengers, competition of 
buses and trucks on a basis of labor costs would not be 
so serious. But present labor standards require the 
railways to pay the same wages and have the same num- 
ber of employees in their crews if the freight trains have 
only 10 or 15 cars and the passenger trains only 20 or 
30 passengers. A freight train of 15 cars of 1. c. 1. freight 
might not have more than, say, 75 tons of paying freight 
in it, and yet a crew of five men is required, under the 
rules, for such a load which could probably be moved by 
truck by not more than twice as many men at a total 
labor cost (considering the low wages of truck drivers) 
as low or lower than that of the railroad. Similarly the 
20 or 30 passengers in the lightly laden train could be 
moved in a single bus by one driver, as contrasted 
with a crew of from three to five men on the railroad. 


Where Wage Competition Does Its Damage 


The high wage rates and schedules which require s0 
many men per train crew make it impossible for the rail- 
ways to compete economically with trucks and buses on 
branch lines and elsewhere where insufficient traffic 1s 
available for heavy trains. If the traffic thus diverted 


— 








Average Annual Compensation per Employee—Railways and Waterways Compared 


Combined % Less 
Class I Water Than 
Railways Carriers Railways 
$1,685 $1,093 35.1 


Above figures are those of six-year average 1925-30. 


% Less Miss. River % Less 
Great Than and Than 
Lakes Railways Tributaries Railways 
$1,025 39.2 $893 47.0 
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to the highway from branch lines and other lines of light 
trafic were turned over to the railways for trunk-line 
movement in heavy trains, the railways might not lose 
appreciably from the process. Unfortunately, however, 
traffic displays inertia like any other form of matter. 
Once loaded in a highway vehicle, effort and expense is 
involved in shifting it to the railway, and the tendency 
js for it to make the entire trip by highway. 

Despite higher wage rates, the railways labor costs 
per ton-mile or per passenger-mile are lower than those 
of their highway competitors when traffic is available 
in sufficient quantity to operate heavy trains. The bus 
and truck lines do not compete directly with these heavy 
trains; but with those of lighter lading which may be 
called “marginal trains”, the costs of operation of which 
relative to pay load are approximately equivalent to the 
costs of operation of highway vehicles. The lower wages 
are in highway service, then the larger the pay load on a 
train must be to show economy in labor costs per ton- 
mile or per passenger-mile over the labor costs of high- 
way transportation. 

Moreover, if wages paid by highway operators were 
equivalent to those paid by the railways the “marginal 
train” could be a great deal lighter in pay load than it is 
now. The railways could afford to run more trains, thus 
employing more labor. And it should not be forgotten 
that these “marginal trains’ are the feeders of heavy 
mainline trains. Cut off several of them, and a main-line 
train fails to come into being, thus further reducing rail- 


* * 
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way traffic and employment. Low wages in highway trans- 
portation thus not only affect the railways adversely on 
the “margin”, they also indirectly, but none the less 
certainly, curtail heavy main-line traffic. Low wages are, 
moreover, a characteristic not only of highway transpor- 
tation but of the water lines as well, being just one more 
factor, in addition to the free rights-of-way and absence 
of regulation which they enjoy, which enables them to 
divert traffic from the railways. 


Railway Managements Not 
Opponents of High Labor Standards 


The present standard of wages and working conditions 
on the railroads cannot be maintained without a struggle. 
Those who are interested in maintaining it—whether they 
be the railway employees themselves or persons whose 
views on social problems support high standards for 
American workers—should see clearly whom and what 
it is they have to fight against, and should do their fight- 
ing now. If conditions get to the point where railway 
managements have no alternative left but to press for 
railway wage reductions—then the battle will not be won 
by anethematizing railway managements. They are not 
the individuals, nor do they represent the forces, which 
are at work to break down labor standards. Their re- 
luctance to take this step, manifested over these long 
years of depression, shows where they stand. But the 
loss of railway traffic by reason of low wages in water 
and motor transport has got to stop. 

* »* 
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Injustice to Railway Employees 


Unfair for government to deprive them of jobs by costly favors 


il / 
to railways 


competitors 


By George L. Phillips 


Chairman, National Advisory Council, 


living they have attained because they had to fight 
hard for every feature of it. The eight-hour day, 
the safety appliance standards, the sixteen-hour limit, 
time and one-half for overtime—all these and many more 
accomplishments for the protection of railroad employees 
were fought for and won by our labor organizations. 
Railroad employees—at least those in the organized 
trades—owe a debt of gratitude to their respective 
brotherhoods that they cannot and should not forget. 
But now, what has happened? All that our organiza- 
tions have won for us in two generations is being taken 
from many of us—not by railroad managements, but 
by the subsidized and unregulated competition of under- 
paid and overworked labor on the highways and water- 
ways. Our union rules and our wage rates stand, and 
provide protection for the men who still have jobs. They 
do not help the thousands of employees who have been 
cut off because the traffic which used to give them work 
on the railroads is now being hauled over tax-built high- 
ways and inland waterways by unorganized employees 
who are working for next to nothing. 


RR “tiv the employees appreciate the standard of 


Unequal Competition an Enemy to Railroad Labor 


It used to be railroad managements with whom em- 
ployees had to contend to protect and improve their 
labor standards. Our organizations gained recognition 
of these standards by the managements, and today rail- 
road managements themselves will admit that at least 
a good proportion of what the employees fought for was 
justified. But railroad employees cannot be secure in 
jobs with decent working conditions nowadays merely 
because railway managements concede them. Instead, 
jobs with such standards have been lost by the thousands 
by the activities of the selfish interests which crowd the 
highways the public’s money has built 
with unregulated truck and bus lines, 
which pay little for the privilege, and 
which are operated by men who are 
not adequately protected as to safe- 
ty rules and in their right to or- 
ganize and demand decent wages and 
working conditions for themselves. 

The public means well. It does 
not approve of sweat-shop labor. It 
does not want to be unfair to rail- 
road employees by exposing them 
to this kind of Coolie competition, 
robbing them of everything they 
have fought for for forty years. But 
the public is misled until sometimes 
it is almost dazed by the most tre- 
mendous deluge of cleverly menda- 
cious propaganda the country has 
ever seen in behalf of those who 
are exploiting the highways, labor 
and the taxpayers for their own 


selfish gain. George 





Railroad Employees and Taxpayers Associations 


Even government agencies are not free of one-sided 
and unfair policies in favor of the transportation agencies 
in competition with the railways. The United States 
Bureau of Public Roads favors policies regarding high- 
way construction and finance which must appear biased 
and unscientific to any person seriously concerned with 
getting at the facts of the transportation problem. Simi- 
larly in the War Department, in the person of the chair- 
man of the Inland Waterways Corporation, the tax- 
payers are supporting an outspoken propagandist who is 
using his influence, his voice and his energy in an effort 
to divert traffic from a form of transportation which 
yields taxes to the inland waterways which consume them. 


“Indian Givers” Who Profess 
Friendship for Railroad Employees 


These are the influences which are working against 
the welfare of railroad employees today, and the railroad 
employees know it. The man who says he favors good 
wages and working conditions for railroad employees 
with one breath, and with the next votes additional sub- 
sidies to their highway and waterway competitors, is an 
Indian giver. He takes away his present as quickly as 
he gives it. Good wages and working conditions are 
fine on paper, but they are not worth much unless there 
are some men working under those favorable conditions. 
We want the conditions our organizations have won 
for us, but we also want the state and federal goverr- 
ments to regulate the truck and water lines and quit 
giving them the taxpayers’ money, else our schedules 
will continue to protect only a few men. 

We are not asking any favors or special privileges. 
The wages and working conditions in railroad service 
have, practically all of them, been passed upon at one 
time or other by some federal tribunal as just and fair. 
if they are just and fair, then why 
take them away from us indirectly, 
by subsidizing and otherwise favor- 
ing competing forms of transporta- 
tion? The government having de- 
cided that the eight-hour day, the 
sixteen-hour law and other laws and 
agreements affecting railway labor 
are just, should it not exert itself to 
the utmost to make these regula- 
tions effective, not only by enforcing 
them upon railway managements 
but by plugging up the leaks of 
“bootleg” transportation ? 

Such, at any rate, is my personal 
view and I know that it is shared 
by many thousands of railroad en 
ployees with whom I have discussed 
the subject. Furthermore, it 1s 4 
view which merchants, farmers at 
and all other classes in the com 
munity are beginning to understand. 
L. Phillips It is shared by impartial students 
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such as the Interstate Commerce Commission which in 
its 1933 annual report stated : 


Before fair competition can be said to exist, it will be necessary 
that the various transport agencies pay the same rates of wages 
for comparable skill, render reliable service on a non-discrimin- 
atory basis, and bear an equal tax burden. 


President Roosevelt Understands Conditions 


It is shared by President Roosevelt who, in his Salt 
Lake City speech in the 1932 campaign, said: 


We built—properly—hundreds of thousands of miles of first- 
rate highways directly paralleling the railway tracks. These we 
paid for out of taxes or bond issues. Today many hundred 
buses and trucks engaged in interstate commerce use these 
rights of way for which they have made no investment. 

You and I, in our annual tax bills, pay for most of the main- 
tenance of the highways and interest charges on their construc- 
tion. The motor vehicles pay only a small part. Naturally they 
can often haul passengers and freight at a lower rate than the 
railroads. They can operate with a relatively smaller overhead 
and capital, lower taxes and lower maintenance costs for their 
right of way. 

Also, we, the national government, allow them to operate free 
from many restrictions which would insure safety to the public 
and fair working conditions for labor. We must not give them 
any unfair competitive advantages over the rails. 

We do not desire to put motor vehicle transportation out of 
its legitimate field of business, for it is a necessary and im- 
portant part of our transportation systems; but motor transpor- 
tation should be placed under the same federal supervision as 
railroad transportation. 


A Specific Program 


Specifically, to protect the railroad employees in the 
socially desirable standard of living which their brother- 
hoods have won for them, it is essential that the state and 
federal governments enact the following legislation : 


Complete regulation as to rates, service 
and operating practices of all carriers for 
hire by highway and waterway; 

Rigid safety appliance standards for all 
transportation agencies such as are in ef- 
fect governing the railroads; 

Protection of the right of highway and 
waterway transportation workers to organize 
and fight for better conditions, eliminating 
long hours of labor, sleeping on vehicles and 
other inhuman practices; 

Exaction of fees for the use of the high- 
ways and waterways by commercial users 
which will amply cover not only the main- 
tenance and investment costs of these fa- 
cilities but also the equivalent of the taxes 
which such properties would bring if they 
were in private hands; 

Prohibition from the highways of vehicles 
of uneconomic size, that is, vehicles of such 
size that the additional highway costs which 
they entail cannot be recovered in fees ex- 
acted from their operators; 

Repeal of the long-and-short haul clause 
in the Interstate Commerce Act which pro- 
hibits the railroads from making competi- 
tive rates where competition exists unless 
they will make similar rates where it does 
not exist. 


RAILWAY AGE 







Transport Equalization Is Social Legislation 


If legislators will enact such measures, not as a special 
favor to anyone, but simply because they are just and 
in the public interest, railway employees will be secure 
in the standard of living they have won for themselves. 
Unless such legislation is enacted, then these standards 
will continue to protect only the comparatively few em- 
ployees now working, whereas they should cover hun- 
dreds of thousands more. Legislation to equalize com- 
petitive conditions in transportation really is social legis- 
laton of the most effective type—in that it will provide 





State Associations of Railroad Employees and Other 
Citizens Affiliated with the National 
Advisory Council of the Railroad 
Employees & Taxpayers Associations 


Alabama—Association of Railway & Express Employees 
Connecticut—Railroad Employees & Taxpayers Associa- 
tion 
Delaware—Railroad Employees & Taxpayers Association 
Georgia—Association of Railway Employees 
Illinois—Railroad Employees & Taxpayers Association 
Indiana—Railroad Employees & Taxpayers Association 
Iowa—Railroad Employees & Taxpayers Association 
Kansas—Railway Employees & Citizens Tax League 
Kentucky—Railroad Employees & Citizens League 
Maine—Railroad Employees & Taxpayers Association 
Maryland—Railroad Employees & Taxpayers Association 
Massachusetts—Railroad Employees & Taxpayers Asso- 
ciation 
Michigan—Railroad Employees & Citizens League 
Minnesota—Railway Employees Ship-by-Rail Association 
Missouri—Railroad Employees & Taxpayers Association 
Montana—Ship-by-Rail Association 
New Hampshire—Railway Employees & Citizens Asso- 
ciation 
New York—Railroad Employees & Taxpayers Association 
North Carolina—Railroad Employees & Taxpayers Asso- 
ciation 
North Dakota—Railroad Employees Association 
Ohio—Railroad Employees and Citizens League 
Pennsylvania—Railroad Employees & Taxpayers Asso- 
ciation and 
Railroad Employees Association of Penn- 
sylvania 
Rhode Island—Railroad Employees and Taxpayers Asso- 
ciation 
South Carolina—Association of Railway and Railway 
Express Employees 
Tennessee—Railroad Employees & Citizens League 
Virginia—Railroad Employees & Taxpayers Association 
Washington—Railway Employees Ship-by-Rail Associa- 
tion 
West Virginia—Railroad Employees 
Association 
Wisconsin—Ship-by-Rail Association 


and Taxpayers 











decently remunerative jobs for many men not now 
working. 

Railway working conditions, of course, are not yet 
ideal by any means, and improvements in them must 
be sought. But, with hundreds of thousands of rail- 
road men idle, it is just as important to get more men 
to work under present conditions as it is to improve 
conditions. Intelligent railroad men in pursuing one 
objective are not going to lose sight of the other. We 
are asking for bread, and we shall not be satisfied with 
a stone, which is all that lip service to decent working 
standards on the railroads can mean unless it is coupled 
with the equalization of competitive conditions in trans- 
portation. 











Improved Highways Have Intensified the Demand for Grade Separation 


hat of the Grade Crossings? 


How a national responsibility can be made to serve as a 
means of unemployment relief 


a gigantic program of public works have led to the 
initiation of some projects of doubtful economic or 
social value. But no such question can be raised con- 
cerning the use of federal funds for the elimination or 
protection of grade crossings of railways and highways, 
as has been done during the last year under the provis- 
ions of Title II of the National Recovery Act and under 
the Hayden-Cartwright Act. In fact, it is to be ques- 
tioned whether any other improvements that have been 
deemed worthy of federal grants have so much to com- 
mend them, both as measures for widespread unemploy- 
ment relief and as a source of permanent benefit to the 
greatest number of people. 
The public demand for improved safety and reduced 


Fe sicanti to solve the problem of unemployment by 





Signal Protection for Grade Crossings Must Have an 
Important Place in the Plan 


delays to highway traffic at these crossings is so inces- 
sant that there can be no question as to the eventual 
expenditure of vast sums for the elimination of many 
crossings and the better protection of a great many 
others. Therefore, any projects undertaken now pri- 
marily as a means of providing more employment, will 
represent just so many projects taken from the schedule 
of work that will be. done eventually. Because of these 
facts, as developed in greater detail in the discussion that 
follows, there is every reason why the elimination and 
protection of railway-highway grade crossings should 
have an important place in the extension of the public 
works program. 


The Accident Record 


Accidents at grade crossings in the United States dur- 
ing the last 20 years have resulted in the death of from 
1,169 to 2,660 persons, and in injuries to 3,053 to 7,185 
others, annually. There was a pronounced decrease in 
the number of accidents from 1928 to 1933, but the rec- 
ord of the first half of the present year indicates a higher 
casualty rate for 1934, as compared with 1933. 

Thorough investigations of the circumstances attend- 
ing these accidents, as well as painstaking studies of the 
driving habits of the operators of motor vehicles ap- 
proaching railway crossings prove conclusively that the 
same mental and physical deficiencies, the same heed- 
lessness, and the same disregard of established rules 
of the road that have resulted in an annual death rate 
of more than 30,000 in highway accidents of all kinds, 
are responsible for nearly all of the accidents that occur 
at the crossings of railway tracks. This would seem to 
indicate that the only way to eliminate all grade cross 
ing accidents is to do away with all the crossings. How- 
ever, the safeguards now being installed at many cross 
ings provide all the protection needed to insure absolute 
safety for the driver who will heed the warnings given 
and whose driving habits are such that he is enabled to 
comply with them. And since the elimination of the 
237,000 existing grade crossings in the United States 
would cost several billion dollars, it is necessary to vieW 
the problem from a more practical standpoint and cot 
fine attention to what may be deemed the dangerots 
crossings. 
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How Many Are There? 


How many dangerous crossings are there? Efforts 
to develop a formula or a statement of criteria that will 
set up a logical procedure upon which to arrive at an 
answer to this question are still in the development stage. 
As a matter of fact, no definite answer will be needed 
for a long time, because a program of elimination that 
embraces only those crossings that possess established 
accident records will give rise to a tremendous construc- 
tion schedule. And before work on these crossings can 
be completed, ample time will have elapsed for a study 
of what might be termed the border-line cases. In the 
meantime, the installation of improved facilities for the 
protection of highway traffic at grade crossings and an 
educational program to insure better observance of the 
signals provided must have an important place in the plan. 

According to the latest information available, about 
30,400 of the 237,000 crossings are protected by other 
than fixed signs. Of these protected crossings about 
4700 are protected by gates (of which 2,800 are in part- 
time operation), 1,200 by watchmen full time, 5,000 by 
watchmen part time, 16,700 are protected by automatic- 
ally controlled visible signals, and 3,600 by audible sig- 
nals. It would appear, therefore, that there is a large 





Whereas, the elimination and /or protection 
of crossings at grade between railroads and 
public roads is greatly to be desired as a 
means of providing greater safety for the 
traveling public on the highways of the na- 
tion; and to foster and promote interstate 
commerce between the several states, and 

Whereas, this Association is informed that, 
with the view of relieving unemployment and 
aiding the national recovery, large appropria- 
tions have been made by the Congress, 

Be It Resolved, that the National Associa- 
tion of Railroads and Utilities Commission- 
ers urgently commends to the consideration 
of the President of the United States the de- 
sirability of immediate appropriation, out of 
funds made available by the Congress, of 
substantial sums to be expended in the sev- 
eral states, for the purpose above set forth, 
upon such projects as may be recommended 
and approved by proper Federal and State 


authorities. 


—Abstracted from a Resolution passed at Washington, D. C., on 
November 15. 


= 











held for the improvement of protection at grade cross- 
ings, 

Although no record is available of the highway-rail- 
Way grade crossings that have been eliminated in the 
past, the number is known to be very large. In the city 
of Chicago alone, the grades have been separated at 900 
crossings of streets and railroads. According to statis- 
tics compiled by the Interstate Commerce Commission, 

341 grade crossings were eliminated between the end 
of 1925 and the end of 1932, of which, 1,938 were re- 
moved by the separation of the highway and railway 
grades and the rest by the relocation of the highways, 
the closing of the crossings or the abandonment of rail- 
Way lines, 

However, during that same period 11,726 new grade 
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A Reinforced Concrete Over-Crossing. One of the Many Types of 
Construction That Can Be Employed in Such Projects 


crossings were established, with the result that instead of 
a decrease, there was a net increase of 1,385 grade cross- 
ings between December 31, 1925, and December 31, 
1932. It does not necessarily follow that this has re- 
sulted in an increase in the hazard, as a large part of 
the new crossings embrace streets or highways of light 
traffic, whereas the eliminations in most cases were made 
at crossings presenting serious hazards. Since the end 
of 1929, also, the eliminations have exceeded the addi- 
tions, so that there were 1,167 fewer grade crossings at 
the end of 1932 than at the close of 1929. 


Many Crossings Unnecessary 

The statements presented above with respect to the 
elimination of grade crossings, disclose a tendency that 
has an important bearing on efforts to further this work 
in the future. As shown in the figures given above, 
81.3 per cent of the eliminations effected in 1926 to 1932, 
inclusive, did not involve the expensive construction 
work required for a separation of grades and the build- 
ing of the structure necessary to carry the street or high- 
way over or under the tracks. This indicates a growing 
appreciation of the opportunity for a reduction in the 
grade crossing hazard by the abandonment of unneces- 
sary crossings, but it is doubtful if the economic ad- 
vantages inherent in this approach to the problem are 
fully realized. The stepping up of the speeds of highway 
and street traffic have removed much of the justification 
for the close spacing of either street or rural road cross- 
ings on the ground of convenience, because the occasional 
detour entailed by the removal of some of the crossings 
rarely imposes serious loss of time. 

A further influence that warrants a marked departure 
from grade separation practice of the past, as applied to 
cities, is the general tendency to concentrate the flow of 
through traffic on especially designed thoroughfares, 
leaving the remaining streets to serve primarily as a 
utility for the local property holder. Because of this 
change in street utilization, as well as considerations 





Work on Structures of This Type Can Be Undertaken With a 
Minimum of Delay 
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affecting the maximum development of property abutting 
a railway line, all interests are best served if the number 
of streets carried over or under the tracks in the course 
of a grade separation is confined to those forming a part 
of a thoroughly developed urban transportation system. 
A thorough-going application of this principle to grade 
separation projects of the future will result in appre- 
ciable economies. 


Much Has Already Been Done 


From 1920 to 1931, inclusive, the capital charges of 
the Class I railways on account of grade separation work 
amounted to $233,165,615, and it is estimated that an 
equal amount was expended by public authorities. The 
cost of individual separations varies from less than 
$10,000 (where the topography is especially favorable) 
to more than $100,000, with a general average figure of 
$30,000 to $40,000. What the total bill would be for 
a complete elimination of highway-railway grade cross- 
ings is anybody’s guess, but any figure, however arrived 
at, would possess only an academic value, because it 
would not be necessary to eliminate anywhere near all 
the crossings to remove most of the hazard. One rail- 
way executive has found that the elimination of five per 
cent of the grade crossings on his line would remove 
50 per cent of the hazard. At an estimated average cost 
of $40,000 this would involve an expenditure of less than 
500 million dollars for the entire country. 

For a long time following the inception of the move- 
ment for grade separation, public authorities proceeded 
on the assumption that all, or nearly all, of the cost must 
be borne by the railways, and most of the earlier pro- 
jects were prosecuted under agreements embodying this 
unwarranted provision. Eventually the injustice of this 
was recognized in the assumption of ever-increasing pro- 
portions of the cost by municipalities, counties and states. 
Realizing the inability of the railroads to finance what 
was deemed their share of an ambitious program of 
grade separation inaugurated by the State of New York. 
Governor Alfred E. Smith initiated a movement for an 
amendment of the state constitution, ratified in a refer- 
endum of November 3, 1925, under which the credit of 
the state is extended to the railroads in the prosecution 
of such projects. 


The Public Pays in the End 


This plan has accelerated grade separation work in the 
Empire State, although not to the extent that its spon- 
sors had anticipated, but it had a wholesome collateral 
effect because of the widespread publicity it received. 
The fact that the State of New York proposed to finance 
$300,000,000 worth of grade separation was news, but, 
more important, it afforded the first real object lesson 
in the potential magnitude of the cost of a comprehen- 
sive grade separation program. And with this came the 
realization that regardless of the division of the cost as 
between the railways and the states, or the municipalities, 
the public would have to pay the bill in the end, either 
in the form of higher rates for transportation or higher 
taxes, or both. The fact that grade separation costs real 
money has been driven home to the taxpayer in another 
way, for the progressive increase in the proportion of 
the cost that is being imposed on the city, the state or the 
country has directed specific attention to the problems 
of financing such projects, as there are many cases in 
which grade separation work has strained the borrowing 
powers of cities and towns as much as it has the credit 
of the railroads involved. 


The Public Works Program 
For the last two years the federal government has 


December 1, 1934 


been engaged in a herculean effort to solve the problem 
of unemployment. Reluctant to adopt measures that 
would constitute a dole per se, it has endeavored to in. 
crease the volume of useful employment by foster} 
programs of public works. The credit of the goverp. 
ment has been extended to such local improvements as 
offer promise of self liquidation, and, in addition, direc 
appropriations have been granted for vast projects that 
are presumed to be of such widespread benefit that liqui- 
dation through other means than general taxation has 
been deemed unwarranted. Under this head, special funds 
were provided for emergency construction on the federal 
highway system, with a definite. stipulation that any part 
of the amounts allocated to the individual states could 
be expended for the “elimination of the hazards to high- 
way traffic.” 

While the authorities in some states and the manage- 
ments of a few railways did not take full advantage of 
the opportunities afforded by these provisions for the 
elimination or protection of grade crossings, much has 
been accomplished. In 32 states, from which information 
has been received, more than $23,000,000 of federal 
money has been allotted to 435 grade separation projects, 
10 eliminations by relocation and the reconstruction of 
8 old structures, in accordance with agreements arrived 
at between the state authorities and the railways, and a 
large proportion of the work has been completed. In 
addition, 13 of these states have allocated more than a 
million dollars for improved protection at 811 grade 
crossings, including 557 installations of automatic signals, 
The most comprehensive program is that of the State of 
Illinois, which has allotted $6,680,000 to 101 grade sep- 
arations, and set aside $475,000 for flashing light signals 
at 297 locations and $25,000 for reflector type signs at 
354 crossings. 

The inception of this program was delayed in some 
measure while the plan of procedure was being devel- 
oped, but, as has been shown above, commendable prog- 
ress has been made, and thanks to negotiations entered 
into between representatives of the U. S. Bureau of 
Public Roads, the states and the railways, thorough- 
going organizations have been set up for the prompt 
advancement of new projects. -Further than this, the 
idea of the use of federal funds for grade crossing elimi- 





Progress in the Allocation of Federal Highway Appropriations to 
Grade Crossing Protection 


Approx. Approx. No. 

No. State Amount Year Crossings 
1 Nebraska $1,650 1933 1 
2 North Carolina 250,000 1934 86 
3 Minnesota 30,000 1934 12 
4 Florida 8,000 1934 4 
_ Wisconsin 100,000 1935 
6 Illinois 

Signals 475,000 1934 297 

Reflector Signs 25,000 1934 354 
7 Washington 14,000 7 
8 Oregon 16,000 8 
9 South Carolina 50,000 
10 Virginia 35,000 
11 Michigan 28 
12 Mississippi 6 
13 Utah 8 





— 


nation and protection has stimulated activity in the prost- 
cution of surveys for the purpose of selecting the cross 
ings most in need of attention. As a consequence, the 
administrative machinery for the handling of grade cross 
ing elimination or protection has been developed to 4 
point that will insure immediate action. No better ev 
dence of this is necessary than the fact that the stale 
highway administrators are now preparing lists, in t 
sponse to a request from Thomas H. MacDonald, chief 
of the U. S. Bureau of Public Roads, of a large number 
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of grade separation projects that can be started in 30, 
60 and 90 days. Mr. MacDonald has submitted esti- 
mates to the Public Works Administration covering the 
allocation of $125,000,000 for railway-highway grade 
separations, it being his understanding that this would 
be a direct grant to cover the costs of such work and 
be made available within the next 90 days. 


An Opportunity 


Projects for the elimination or protection of grade 
crossings have much to commend them as instrumentali- 
ties for unemployment relief. Foremost among the ad- 
vantages is their wide geographical distribution, which, 
by the way, is more nearly in proportion to the density 
of population, and therefore the intensity of unemploy- 
ment, than almost any other type of public work. They 
offer employment for both skilled and unskilled workmen. 
They afford opportunities for the exercise of a choice in 
the selection of the materials to be used, and the pur- 
chase of these materials introduces a still further distribu- 
tion of employment. In addition, the need for machinery 
will stimulate various branches of the capital goods in- 
dustry. 

This is the position taken by Harold L. Ickes, public 
works administrator, in a statement released on Novem- 
ber 15, directing attention to the need of work that can 
be completed in three or four months after authoriza- 
tion. He referred particularly to grade crossing elimina- 
tion as one kind of work in a class that, “can be widely 
distributed over the country, can be undertaken even in 
the northern winter period, and can employ a large 
proportion of comparatively unskilled labor in field work. 
Such work would have a very definite social value.” 

Because the various measures adopted by the federal 
administration during the summer of 1933 failed to pro- 
vide the anticipated stimulus to employment, the C.W.A. 
program was undertaken as a special emergency meas- 
ure, but because of the lack of opportunity for adequate 
planning, most of the work done was of little permanent 
or even temporary value, while the absence of centralized 
control gave rise to an enormous volume of petty abuses. 
As a consequence, the program was dropped at the earli- 
est opportunity. 

In contrast with the C.W.A. work or any plan of a 
like character, the use of federal funds for a reduction 
in the hazard at grade crossings would be conducted un- 
der administrative machinery that is already in existence, 
on projects that have already been studied and in ac- 
cordance with plans already in the preliminary stage. 


* * 
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But more than this, any money that is spent for grade 
separation or protection now will be spent in the advance. 
ment of a program that will be carried out eventually jn 
response to the insistent demands of the users of the 
highways. This point was set forth emphatically in the 
report of tlhe Committee on Grade Crossings, Elimination 
and Protection at the recent convention of the National 
Association of Railroad and Utilities Commissioners as 
follows :— 


It may be well, however, to point out that in comparison with 
many other forms of unemployment relief, the elimination of 
grade crossings is a measure that has fundamental economic 
soundness, because a large part:of such outlays goes for labor 
either immediately on the job, previously in the provision of ma- 
terials, or in supervision. Then, too, the necessity is greater in 
the congested centers, where the elimination of dangerous grade 
crossings is most necessary and unemployment is greatest. The 
use of public moneys for grade crossing elimination results in 
the accomplishment of a much needed public improvement, which 
measurably increases public safety. 


A resolution offered by this committee and adopted 
by the association read in part as follows: 


The National Association of Railroad and Utilities Com- 
missioners urgently commends to the consideration of the Pres- 
ident of the United States the desirability of immediate appro- 
priation, out of funds made available by the Congress, of 
substantial sums to be expended in the several states, for the 
purpose above set forth, upon such projects as may be recom- 
mended and approved by proper Federal and States authorities. 


Objection has been raised to the outright appropriation 
of federal funds to cover the entire cost of such work 
on the ground that the improvement would result in some 
benefit to the railroads, which occupy the not altogether 
enviable status of private undertakings conducted for 
profit. But in view of the fact that the primary result 
of such improvements is a freer flow of the traffic of 
transportation agencies that are competing actively with 
the railways, the benefits accruing to the rail carriers are 
of an exceedingly evanescent character. It must be re- 
membered, also, that until now, at least, such improve- 
ments have been deemed additions to the physical prop- 
erties of the railways for which they are penalized by 
increased valuations for the assessment of taxes. Hov- 
ever, in view of the record of federal appropriations 
made under the guise of improvements in interstate com 
merce which have resulted in the taxation of many for 
the benefit of a few, there appears no good reason for 
strictures on the score of possible benefits to the rail 
ways in this case. 


2K * 


New Passenger Station Re- 
cently Placed in Service by the 
Pennsylvania at Norristown, Pa. 
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Railways Organize for Self-Help 


Association of American Railroads provides for effective 
centralization of authority 


ESPONDING to new conditions confronting the 
R railway industry as a result of the business de- 

pression and the growth of unregulated competition 
by other agencies of transportation, the railways have 
recently taken one of the most important and signifi- 
cant steps in their history by organizing themselves into 
a new association and delegating to it almost plenary 
power to act for the roads as a w vhole. 

The. new organization, the Association of American 
Railroads, was formed by a consolidation of the Amer- 
ican Railway Association, the Association of Railway 
Executives, and other organizations which had been in 
existence for many years but whose authority was limited. 

This aggressive and determined effort to deal with 
common problems has been described as the most im- 
portant move made by a great American industry for 
self-regulation, self-protection, and self- advancement. For 
one thing, it is expected to eliminate some of the mani- 
festations of the “rugged individualism” which has some- 
times prevented the railways from co-operating as effec- 
tively as they might in measures calculated to promote 
the welfare of the industry as a whole. By providing 
for a more effective centralization of authority over many 
matters of common interest than has ever before existed 
in the railroad business, it is believed that the railroads 
have paved the way for a greater degree of co-operation 
in the direction of the policies that are being advocated 
by Co-ordinator Eastman in accordance w ith the policy 
indicated by the Emergency Transportation Act of 1933, 
for the purpose of reducing the needlessly expensive du- 
plications of facilities and service that have resulted from 
the competitive policies which have been so long en- 
couraged and even required by earlier regulatory laws. 


Need For a “More Perfect Union” and Some Other Things 


The adoption of the plan for creating a more effec- 
tive organization to represent the railroads was un- 
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Some of the Directors of 
the Association of American 
Railroads at a Recent Meet- 
ing in Washington, D. C 
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doubtedly hastened by the position taken by Co-Ordina- 
tor Eastman in his report to the President and Congress 
last January in which he said: “The general situation 
is one in which the numerous separate owners and man- 
agers of individual parts of the single railroad system 
are in need of a ‘more perfect union,’ just as the states 
were prior to the Constitution.” However, in addition to 
the purpose of the association to provide machinery by 
which the railroads may be enabled to co-operate more 
effectively as a national transportation instrumentality, 
its aims also include the creation of an organization ‘to 
represent the railroads more effectively in their public 
relations, such as in seeking federal and state legislation 
to equalize terms of competition in transportation, as 
well as in opposing proposed inimical legislation. 

In other words, to carry Mr. Eastman’s analogy a step 
farther, while the railroads have agreed with him that 
they needed to “form a more perfect union,” they also 
had in mind other objectives also stated in the preamble 
of the Constitution, and desired as well to “establish 
justice, insure domestic tranquility, provide for the 
common defense, promote the general welfare, and secur: 
the blessings of liberty” to themselves and their posterity. 

This action of the railroads is also significant as in- 
dicating their recognition of the fact that they are con 
fronted with an emergency comparable in magnitude and 
difficulty with that which led to the formation of the 
Railroads’ War Board in 1917. 


Controversies to Be Settled By Arbitration 

An important feature of the plan is that it is declared 
to be the policy of the association that all controversies 
between members should be settled by arbitration, and 
all members of the association have agreed that, in any 
controversy over which the board of — 
assumed jurisdiction and which it has decided by the 
affirmative vote of three-fourths or more of its members, 


has 
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portion to the increase in Railroad purchases for capital expenditures, 
materials and supplies. Their purchases of these items in 1933 were only 


20% of the amount expended in 1993. 
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they will accept and carry out such decision or, within 
20 days, institute arbitration proceedings in accordance 
with provisions of the plan, one of which is that the 
awards of the arbitrators shall be conclusive and binding. 

In other words, when the board of directors has 
adopted a positive policy, a railroad has only the choice 
of abiding by its decision or that of the arbitrators or of 
ceasing to be a member of the association, which would 
handicap it considerably in its business relations with 
the other roads. A majority of the board of directors 
constitutes a quorum for the transaction of business 
but a vote of the majority of the board is required for 
decision. Any member of the board may declare a 
question controversial and on a controversial question a 
three-fourths vote of the board is necessary to a decision. 
The plan requires that no decision shall be reached nor 
any order made against any railroad company with 
respect to any controversial question without notice and 
opportunity to be heard. 

The new association is being organized into depart- 
ments and divisions to deal with all the numerous classes 
of transportation problems, although the organization 
process is not yet completed. For example, the Plan- 
ning and Research and the Operations and Maintenance 
departments can co-operate in investigating and deciding 
where duplications can be eliminated and many other 
things done with advantage both to individual lines and 
the industry, making use of information being compiled 
by the Co-Ordinator’s staff and the Regional Co-Ordinat- 
ing Committees of the railroads, although they will con- 
tinue to be handicapped, until the law is changed, by the 
restrictions upon economies that will reduce employ- 
ment, just as Mr. Eastman has been so handicapped. 

The creation of a central Traffic department repre- 
senting the railroads is also an entirely unprecedented 
development, although they have had many regional and 
sectional traffic bureaus and other organizations which 
have attempted to deal with common problems in rate- 
making. It is expected that the new department will 
study and supervise rate-making in an effort to promote 
advance or reductions in rates which are in the interest 
of the entire industry and to prevent such reductions as 
have often been forced by the action of individual lines 
under the pressure of big shippers and communities. 


Announced Purposes of the Railway Executives 


The railroad executives who have formulated the plan 
have stated that they regard it as a “concerted effort to 
protect and advance the railroad industry under private 
ownership and management, to enable them better to 
handle their own affairs on a permanent basis, as well 
as to co-operate more effectively with the government 
in constructively working out a program in the interest 
of the owners of the railroad properties, their employees, 
and the public.” 

“The railroads recognize,” they announced, “the need 
for a forceful, independent organization to act in the 
capacity of a general staff for the railroads as a whole, 
merging under one authoritative direction the activities 
of the present railroad associations and organizations. 
The new organization will take the initiative in attacking 
the problems which confront the industry, retaining the 
beneficial activities of existing regional groups and in- 
stituting energetic study and action on all subjects 
related to American railroad progress. 

“Tt is the purpose of this movement to include every 
phase of railroad transportation and to employ every 
constructive approach, not merely in the solution of 
difficulties, but in hastening and directing the improve- 
ment and development of the industry. 

“The present situation of the railroads, as well as 
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their future part in the economic growth of the country 
calls for constant, inspiring leadership and direction 
which can be attained only through initiative and ¢. 
operation within the industry. The Association 6 
American Railroads is being established to achieve this 
co-ordination in such a way as will best promote the 
best interests of each road by advancing the common 
welfare of all. 

“The existing regional organizations and their related 
and subordinate organizations will preserve their iden- 
tities and activities, co-operating with the Association 
of American Railroads.” 

The plan was approved and adopted at a joint meet- 
ing of the executives of roads which were members of 
the American Railway Association and the Association 
of Railway Executives at Chicago on September 21 and 
was declared operative at a meeting of its board of 
directors in New York on October 12, after written 
agreements assenting to the plan had been executed by 
88 railroads or systems, representing 247,048 miles of 
railroad, or over 83 per cent of those eligible. Many 
of the officers were not elected, however, until after 
November 1 and the new organization has only recently 
begun functioning. 

According to the statement of the plan the organiza- 
tion was “created to deal expeditiously and effectively 
with all matters of general interest to the industry,” 
within the scope of the preamble, which stated that “in 
order to promote trade and commerce in the public 
interest, further improve railroad service and maintain 
the integrity and credit of the industry, the railroad 
companies of the United States do hereby establish an 
authoritative national organization which shall be ade- 
quately qualified and empowered in every lawful way 
to accomplish said ends where concert of policy and 
action are required. For the purpose of facilitating the 
realization of this constructive object, the members do 
hereby declare that these announced policies shall be 
authoritative and will be supported.” 

All American steam railroads, except those operating 
less than 100 miles of road and except those operated 
primarily as plant facilities, are eligible to membership 
and the board of directors may admit to membership 
railroad, switching or terminal companies with annual 
operating revenues in excess of $1,000,000. 


Plan of Organization 


The president of the association, J. J. Pelley, who was 
president of the New York, New Haven & Hartford, 1s 
to devote his full time to its affairs, with office at 
Washington, receiving a salary equal to the maximum 
paid by any railroad. He acts under the general super- 
vision and control of a board of directors consisting ol 
himself and 14 chief executives, 5 of them from eastern 
territory, including New England, 6 from western tet- 
ritory, and 3 from southern territory. The executive 
committee consists of five members of the board 0! 
directors, selected by the board, and the president 0! 
the association who is ex officio chairman of the board 
and of the executive committee. The executive com 
mittee is considered as being in continuous session, giving 
to the affairs of the association such time as may be 
necessary, and offices for its members have been estab- 
lished for that purpose at the association headquarters 
in Washington, although the members retain their t 
sponsibilities for the management of their own prop 
erties. 

During the interval between the meetings of the 
board of directors the executive committee possesses 
and may exercise all the powers of the board, reporting 
its action to the next meeting of the board for approv 
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The executive committee, according to the plan, is to 
“nterest itself in matters affecting the railroad indus- 
try and shall recommend to the board of directors and 
to the members such constructive policies as will pro- 
mote efficiency and economical operation. Whenever 
requisite, it will accompany its recommendations with 
suggested rules and regulations to insure the execution 
of the determined policies.” 

The president is assisted by five vice-presidents in 
charge of the five departments of the association: I— 
Law; I1—Operations and Maintenance; I1I—Traffic; 
[V—Finance, Accounting, Taxation and Valuation; and 
V—Planning and Research. The vice-president of the 
law department also serves as general counsel of the 
association. The work of the several departments is 
to be subdivided into such divisions as the vice-president 
in charge may direct, with the approval of the president 
and the board of directors, and in each of the depart- 
ments there are to be established such committees as 
may be deemed necessary for the subjects to be covered 
and the activity required upon these subjects. The 
members are to be selected from the various geographi- 
cal sections of the country to insure adequate represen- 
tation of the experience and practice of the member 
roads and are to give such co-operation to other com- 
mittees as may be required. 

Standards, rules, regulations and decisions of the 
association are to be promulgated under the. direction 
of the president, subject to the approval of the execu- 
tive committee. Standards, rules, and regulations may 
be established by the member roads by majority vote at 
any regular or called meeting or by letter ballot as the 
exigencies of the occasion may demand. The voting 
power of the members, in questions affecting physical 
property, is to be proportionate to the ownership of 
equipment or miles of track, whichever may be 
applicable. 


The Executive Committee 


The members of the executive cornmittee are: J. J. 
Pelley, Chairman ex officio, president, Association of 
American Railroads; Daniel Willard, president, Balti- 
more & Ohio; F. E. Williamson, president, New York 
Central Lines; J. J. Bernet, president, Chesapeake & 
Ohio and Pere Marquette; C. R. Gray, president, Union 
Pacific system; and H. A. Scandrett, president, Chicago, 
Milwaukee, St. Paul & Pacific. 


Departments 


_The Law Department, headed by R. V. Fletcher, 
lormerly vice-chairman and general counsel of the Asso- 
tation of Railway Executives, as vice-president, and gen- 
eral counsel, is to deal with questions of legislation, 
governmental action and policies, and matters of a legal 
nature which, in the opinion of the board of directors 
or of the executive committee, will affect the members 
of the association, and with such other matters of a 
related nature as may be referred to it by the president. 
The Operations and Maintenance Department, under 
- K, Downes, formerly assistant vice-president of the 
Pennsylvania, as vice-president, is to deal with all matters 
pertaining to operating, car service, transportation, equip- 
ment, telephone and telegraph, signaling, maintenance 
and construction engineering, purchases and stores, in- 
‘pection, freight claims, and such. matters of a related 
lature as may require attention or may be referred to 
it by the president. 
Res Traffic Department, headed by Augustus F. 
vecand, formerly vice-president of the Chicago & 
a estern, as vice-president, is to deal with all 
atters of a traffic nature, both freight and passenger, 
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and such other matters of a related nature as may require 
attention or may be referred to it by the president. 

The Finance, Accounting, Taxation and Valuation 
Department, is to deal with all phases of accounting, 
financial and taxation activities and such other matters 
of a related nature as may require attention or may be 
referred to it by the president. 

The Planning and Research Department is to absorb 
the work of the Bureau of Railway Economics and is 
to have charge of research problems affecting carriers, 
providing properly digested information for other de- 
partments. It is also to be the source of fundamental 
technical information and to deal with all matters per- 
taining to the analysis and study of all phases of trans- 
portation operations, with special attention to improve- 
ments in present methods and practices, and research 
leading to the correlation of all forms of competitive 
transportation, pure and applied science, materials and 
construction, special statistics and reports, and with such 
other matters of a related nature as may require attention 
or may be referred to it by the president. 


Eastman Sees Promise of Substantial Benefit 


The announcement that the railroad executives of the 
country had agreed upon one national railroad authority 
to deal effectively with all matters of national interest 
was greeted by Co-ordinator Eastman in a public state- 
ment that it was “gratifying” and “a step in the right 
direction which offers promise of substantial benefit to 
the railroads and also to the country.” President Roose- 
velt, who, like Mr. Eastman, had been consulted in 
advance about the plan, also indicated his approval. 

“For a long time,’ Mr. Eastman said, “the need for 
a better central organization of the industry which could 
act authoritatively, somewhat in the capacity of a general 
staff, has been evident. While the railroads are owned by 
many separate and independent companies, they really 
operate to-day as parts of a national railroad system, 
for cars are freely interchanged and move all over the 
country, through routes and joint rates abound, and 
joint operations are now, on the whole, of more im- 
portance than local operations. Because of this situa- 
tion there are many matters of common concern to all 
of the railroads and to the industry as a whole which 
emphatically require central leadership and should be 
governed by common policies. 

“Existing central organizations have done good work 
in many respects, but the bonds of union have been so 
loose that needed collective action has been hampered 
and the individual companies have often worked at cross 
purposes with each other. The fact that the railroad 
executives have now recognized this weakness in their 
situation and are endeavoring to correct it augurs well 
for the future of the industry. The railroads have been, 
are, and will continue to be essential to the welfare of 
the nation, and under proper stimulus and guidance I be- 
lieve that there are large opportunities for the develop- 
ment and improvement of service and operation and for 
co-ordination with other forms of transport which will 
benefit shippers, travelers, labor, investors, and the entire 
country. The new organization is consistent with the 
work which I have been endeavoring to do under the 
Emergency Transportation Act, 1933. 

“The new railroad organization is, of course, not a 
complete answer to the entire transportation problem, 
but it should supply one part of the answer. My under- 
standing, I should add, is that it will not disturb in any 
way the safeguards which have been set up through 
law for the protection of those who use the railroads and 
of the general public interest. Its operations will be sub- 
ject in all respects to those safeguards.” 
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SRANSPORTATION is a fundamental to any 

r prosperity in this country and the athens are 

| the basis of all transportation . . . Limitations 

of railroad activities by governmental regula- 

tion while competition operates unhampered, and in many 


cases with government aid, drastically reduces railroad 


income and correspondingly reduces railroad purchasing 


power. 


This reduced railroad purchasing power, directly and in- 
directly has adversely affected practically every industry 
throughout the country by reducing the purchasing power 
of almost 3,000,000 workers normally employed by the 


railroad and railroad supply industries. 


Fair and uniform regulation of all transportation means 
throughout the country would permit economic railroad 
operation and immediately start expenditures for capital 


goods by the railroads. 


It would return to gainful occupations many thousands of 


men in every manufacturing state in the Union. 


It is one of the first essentials to the return of normal pros- 


perity. 








Relationship of Short Line Railroads 





W. L. White 


HAVE often been asked to define a short line railroad, 
| and the most apt description that I have ever heard 

is a road that is short in both mileage and revenues. 
Generally speaking, however, a short line is one that is 
classified by the Interstate Commerce Commission as a 
Class II and Class III line or a road having gross an- 
nual revenues of less than one million dollars. This de- 
scription is not very definite, but it is the best broad 
classification we have. 

There are approximately 570 of such roads, represent- 
ing, in round figures, 15,000 miles of track, located in 
46 states of the Union, serving 12,000 communities and 
industries, and furnishing transportation to a large ter- 
ritory, much of which is in the process of development. 

A large proportion of this mileage was originally con- 
structed to move mineral, forest and farm products out 
of the regions that were then inaccessible. Villages, 
towns and farming communities were gradually founded. 
Hundreds of important industries were established, all 
of which are now dependent on the short line railways. 

The present great railway systems of this country were 
at one time short lines that have since been linked to- 
gether. Altogether more than 6,500 short line railroads 
have been consolidated into these great systems, with the 
result that a majority of our trunk line mileage consists 
of these pioneer short line railroads. 


Importance of Short Lines 


There is no railroad today, large or small, which is 
completely self-sustaining. That is, no such road origi- 
nates and delivers on its own rails sufficient traffic to 
afford it a living. The trunk lines and the short lines 
are so closely bound together in their economic necessi- 
ties that the loss of traffic which the short lines produce 
would have a very serious effect upon the volume of 
traffic and the financial operation of the trunk linés. It 
becomes necessary, therefore, in the interest of the trunk 
lines, that these short lines be continued in operation. 

An idea as to the large part the short line railways 
play in the general transportation industry may be had 


* From an address before the Tri-State Traffic Club, Pittsburg, Kans., 
on November 20, 1934. 


to National Transport 
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Must be continued in operation in public interest 
and in interests of trunk lines with which they are 
so closely bound in their economic necessities 


By W. L. White 


President, American Short Line Railroad Association 


by referring to a recent order of the Interstate Commerce 
Commission in Docket No. 15234—In the Matter of 
Divisions of Freight Rates in Western and Mountai- 
Pacific Territories, in which the Commission states that, 
according to an exhibit of the transcontinental railroads, 
about 55 per cent of the tonnage of the eastbound and 
about 20 per cent of the westbound, and about 47.5 per 
cent of all the transcontinental traffic originated or 
terminated on branch or short lines in transcontinental 
territory. 

It is true, of course, that it is greatly in the public 
interest that those short lines which are a public cor- 
venience and necessity should be continued in operation. 
The loss of rail service to patrons served by the short 
line railroads is just as serious to them as the loss of 
rail service to the patrons of the larger carriers. Long 
experience has demonstrated that the abandonment of 
a short line railroad, or a branch line, results in serious 
economic losses to the people in the territory served. 

In a recent case before the Interstate Commerce Com- 
mission, where authority was sought to abandon a short 
line in Virginia, county authorities testified that the 
abandonment would greatly diminish the taxable value 
of the timber and mineral lands, and injure the principal 
source of revenue of the community. They stated that 
sole dependence on trucking throughout this territory 
would result in much inconvenience and hardship, if tt 
did not stop virtually all future industrial development. 
In that case the commission put the proposition as 4 
whole up to the shippers and passengers, and told those 
interested in the service that they could not expect 
retain it in the future unless they furnished traffic sufir 
ciently adequate to maintain and operate the line. 

This is by no means a railway emergency exclusively. 
It touches every citizen in the communities it serves. 
In addition to the security of wage and employment 0! 
railway personnel, it affects equally the employees 
many important industries supplying rail equipment am 
materials. It touches the financial problems of stale 
and national governments. It has a vital bearing on the 
upkeep of local community institutions now so largty 
financed and supported by railway taxes. Where the 
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fine abandoned is a small line which had furnished the 
sole rail service, the result is still more serious. Heavy 
materials, such as fuel and lumber, must be trucked in, 
at an increase in cost, and with liability for delay when 
haste is most needed. Likewise, the products of.the ter- 
ritory must be trucked out. The abandonment of a short 
line railroad necessarily has its effect upon the trunk 
line with which it connects, because it means just so 
much diminution of traffic for the trunk line. 

The short line railroads are in a peculiar position to 
render service to shippers. Experience has shown ship- 
pers that their transportation needs are given direct per- 
sonal attention by the officials of the short line railroads, 
largely because they are so situated that they can render 
this service, but also because they are, for the most part, 
“home industries.” 

Many of the short line railroads enjoy connections 
with two or more trunk lines. Shippers on such short 
lines, therefore, have all the advantages they would have 
if they were located directly on all of those trunk lines, 
so far as car supply and other matters are concerned, 
and, in addition, they have the advantage of dealing with 
railroad employees who are thoroughly acquainted with 
their problems and are able to render them expeditious 
and cooperative service. 


Congress and the Short Lines 


When Congress was considering various bills, during 
the process of enactment of the Transportation Act of 
1920, it recognized that the problem of the short line 
railroads was of paramount importance. Practically 
every member of the committees handling this legisla- 
tion had short line railroads in their districts, and knew 
their conditions. It was realized by every one that the 
Interstate Commerce Commission could not make rates 
which would produce just and reasonable returns for 
these small roads without giving the benefit of such rates 
to the larger and stronger roads, and that this would 
result, so far as these strong roads were concerned, in 
an excess of what Congress regarded as a fair return. 
If, on the other hand, the strong roads were limited to 
a tate that would produce a fair return for them, the 
great majority, if not all, of the short lines could not 
continue to exist. Congress was very sympathetic with 
the position of the short line railroads generally, because 
it had come to have an understanding of their problems. 
At the same time it was realized that the preservation of 
these roads was essential in the public interest. 

In order to enable the short line railroads to con- 
tinue in, and function as a part of the national trans- 
portation system, special provisions designed to solve 
their problems were inserted in the Transportation Act of 
1920. The fundamental thought back of all these pro- 
visions was the preservation of the short line railroads 
as a part of our national transportation system. 

Unfortunately, however, for one reason or another, 
these provisions failed to accomplish the purposes sought 
by Congress, and many of the short line railroads have 
been forced to abandon operations. From the enactment 
of the Transportation Act, in 1920, to December 31, 
1933, 184 short line railroads were entirely abandoned, 
while 137 of them abandoned a portion of their line. 

here was a total short line mileage of 5,835 miles 
abandoned in that period of time. That record, how- 
ever, is not out of line with the abandonments of the 
trunk lines. During the same period the trunk lines 
abandoned 4.843 miles of line, 4,318 miles of which 
were what we generally call branch line mileage. Ac- 

cording to the best available figures, there were 805 
short line railroads in the United States in 1929. The 
number has now been reduced to about 570. Of course, 
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the abandonment of a number of the short line railroads 
was brought about by virtue of the fact that the traffic 
which they were originally built to transport had become 
completely exhausted, and the road had served the 
purpose for which it was constructed. However, many 
of these roads whose transportation service was vital 
to the people in the territory served by them. had to 
be abandoned because of general economic conditions 
and inadequate regulation of their competitors. The 
short lines, like the larger lines, are suffering from 
the general economic depression. 


Financial Problems and Competition 


The short lines have had comparatively little success 
in borrowing money from the Reconstruction Finance 
Corporation or the Public Works Administration, due 
to their inability to deposit the required collateral as 
security for these loans. The fact that so large a 
percentage of them have been able to operate during 
the past few years under these very trying conditions, 
following the failure of the plan adopted by Congress 
for their continuation and preservation, is convincing 
evidence of the fact that they are serving a real public 
need and constitute a vital part of our national trans- 
portation system. 

In their financial distress, they have a great deal of 
company. About 70 per cent of all the railway mileage 
of the country is being operated at a deficit this year. 
The railroads sell nothing but transportation service. 
They cannot move traffic if it is not there to move. 
Consequently, they cannot be prosperous unless the 
country is prosperous. But, while a substantial im- 
provement in general economic conditions will early 
reflect itself in railroad earnings, the troubles of the 
railroads will by no means end with the depression. 

During the past decade we have all witnessed the 
remarkable development of other forms of transpor- 
tation. The short lines have suffered greater propor- 
tionate losses than have the larger roads, chiefly be- 
cause the shortness of their haul makes it impossible 
for them to recoup on long haul traffic the revenue 
lost by the diversion of their short haul traffic. 

The short line railroads, as well as the trunk lines, 
are asking that all competitive transportation agencies 
should be so regulated, by the same tribunal, as to 
accord equality of opportunity for service. They do 
not seek public regulation for the purpose of stifling 
any of their transportation competitors. They do want 
them all regulated and co-ordinated in order that a real 
national transportation system may be developed. This 
will be in the best interests of all concerned. 

Congress and the several state legislatures should 
take immediate steps to place all commercial transpor- 
tation on the highways under the same measure of 
regulation that applies to railroads so far as the nature 
of the business justifies such action. This applies to 
rates, certificates of convenience, hours of service, ac- 
counting, report, taxation, and the like. It may be 
safely asserted that the necessity for such regulation 
is recognized by the great body of informed public 
opinion in the United States. 

Congress should take immediate action to regulate the 
rates, service, and practices of carriers by water whether 
intracoastal, intercoastal, on the Great Lakes or an 
inland natural and artificial waterways. Such regula- 
tion, in so far as the nature of the business will permit, 
should be similar to that applied to railroads. This 
policy is recommended by the Federal Co-ordinator, by 
the Interstate Commerce Commission, and very gen- 
erally by those who favor regulation of highway trans- 
portation. 
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WAmerican Prosperity —— 


Depends on Ability of 
the Railroads to Serve 


The railroads are fundamental factors in restoring prosper- 


ity to the country. 





First, as the major transportation means that make possible 


industrial activity and social life. 


Second, as one of the largest consumers of practically every 


type of product produced throughout the country. 


By enabling the railroads to buy the things they need to ren- 
der efficient, economical transportation service there is imme- 


diately created a market for goods running into billions of 


dollars. 


Given an opportunity to render service on an economic basis 
the railroads would be the means of returning to gainful occu- 


pation hundreds of thousands of workers in practically every 


industry in the land. 


THE SUPERHEATER COMPANY 


Representative of AMERICAN THROTTLE COMPANY, Inc. 


R 
60 East 42nd Street a Peoples Gas Building 
NEW YORK 4 CHICAGO 


WE DO OUR PaRT 


Canada: The Superheater Company, Limited, Montreal 


Superheaters - Feed Water Heaters - Exhaust Steam Injectors - Superheated Steam Pyrometers - American Throttles 
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Eastman Urges Regulation 
Of Water Carriers 


HE need for federal regulation of all important 
7 forms of transportation, including water carriers 

and their port-to-port rates, was discussed by Joseph 
B. Lastman, federal co-ordinator of transportation, in 
an address before the Mississippi Valley Association at 
St. Louis, Mo., on November 26. If transportation 
which is competitive ought not to be regulated, he said, 
railroad regulation could be reduced to very small pro- 
portions, but unregulated competition would destroy, 
instead of provide, the kind of national transportation 
system which the country needs. He said he believed 
he could show that the present development of water 
transportation in the Mississippi valley has been depend- 
ent upon the regulation of the railroads. 

Mr. Eastman also discussed the question as to whether 
water carriers are subsidized, on which he is expected 
to submit a report shortly, saying it had not yet been 
completed but that when there has been a segregation 
of government expenditures on waterways for naviga- 
tion purposes, he saw no logical escape from the con- 
clusion that they must be taken into consideration in 
determining the total cost of navigation on the water- 
way, along with the operating expenses and overhead 
charges of the boats. So long as the waterway can be 
justified on sound economic grounds, he said, no one 
has a right to complain but “there is ground for com- 
plaint if a substantial part of the cost is to be borne 
by those who are not directly benefited,” and especially 
if this results in unfair injury to competitors. Mr. East- 
man said in part: 

“T think you will agree that federal regulation of the 
railroads, with respect to fourth-section departures, the 
establishment of joint rates with connecting rail lines, 
and the fair division of those rates, has had much to 
do with the rebirth and growth of water navigation in 
the Mississippi valley. Not only that, but the water lines 
continually invoke the power of the commission to check 
railroad rate-cutting. This is true not only of the barge 
lines, but also of the coastwise, intercoastal and Great 
lakes carriers. Such appeals have not been as success- 
ful as the water lines would like, but the crux of that 
trouble is that the commission does not have complete 
control over the situation. It has no authority over 
the port-to-port rates. Until that deficiency is cured, the 
trouble will remain. 

“Since | became Co-ordinator, I have had plenty of 
evidence of the concern of both the rail carriers and the 
water lines over these rate wars. I have several times 
heen importuned by water lines to bring about joint con- 
ferences between the two groups of carriers for the 
purpose of ironing out their differences, and this I have 
endeavored to do, although it is no part of my duty under 
the law. But the root of the trouble will not be reached 
until regulation is made co-extensive with the evil. 

“The statement is made that the shippers do not want 


regulation of port-to-port rates. We have plenty of 
evidence to the contrary. Two or three years ago a 
port-to-port rate was proposed on cotton from Memphis 
to New Orleans, and the proposal precipitated a small- 
sized riot in which many shippers joined on one side 
or the other. It was necessary for the Secretary of War 
with the aid of the commission to improvise a rate tri- 
bunal to consider this matter. Last Spring the question 
came up again, and [| helped to some extent to compose 
the controversy. 

“Why, when all the rates of their rail competitors 
are regulated, to the great advantage of the water lines, 
should their own rates be exempt? The answer is given 
that the railroads are monopolistic, whereas port-to-port 
traffic is inherently competitive. The fact is that there 
has always been keen and widespread competition in 
the railroad field, between the railroads themselves and 
with the water lines. Now the railroads are beset on all 
sides by the further competition of the private auto- 
mobile, the truck, the bus, the air plane, the pipe line, 
and the electric transmission line. If transportation 
which is competitive ought not to be regulated, railroad 
regulation could be reduced to very small proportions; 
and there is strict logic in such a proposal, if the entire 
field is not to be covered by sane and comprehensive 
regulation. 

“However, I am sure that the country does not want 
any such thing. Certainly the carriers do not, and least 
of all the water carriers. If you will read your history, 
you will find that federal regulation of the railroads was 
precipitated much more by the abuses of competition 
than by the abuses of monopoly, although both entered 
in. Owing to the rapid growth of other forms of trans- 
portation and our failure to cover the entire field with 
regulation, we now have a situation very like that which 
caused railroad regulation. What the country needs, 
as I have already indicated, is the best and cheapest 
combined system of transportation consistent with fair 
treatment of labor and with earnings which will sup- 
port adequate credit and the ability to expand as need 
develops and take advantage of all improvements in the 
art of transportation. Unregulated competition will de- 
stroy instead of provide such a system. If experience 
teaches anything, it teaches that, and there is no escape 
from the consequent conclusion that the whole system 
must be brought under centralized control. 

“This control must concern itself with planning and 
prevention as well as with the cure of evils after they 
arise. It must deal with the future provision of new 
facilities, with the proper co-ordination of those which 
exist, and with the development of sound general policies 
affecting both service and rates. It must prevent unjustl- 
fiable duplication and waste; promote the use of each 
agency of transportation, in cooperation with the others, 
primarily in the service to which it is economically best 
adapted; check the forms of endless chain rate-cutting 
or service promotion which, have. come to be known 4s 
destructive competition; and protect the public against 
unreasonable charges and unfair discrimination. 

“There has been much talk, more or less demagog!™ 
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that the whole purpose of regulating water and motor 
carriers is to elevate their rates for the protection of 
the railroads. So far as the water carriers are concerned, 
my observation is that the railroads are more anxious 
to have their own hands freed, from fourth-section 
fetters and the like, than they are to have their com- 
petitors regulated. In this I think that they are wrong. 
However, there is no purpose to raise any water rates 
above a level which can be economically justified from 
the standpoint of water transportation alone, and if it 
is desired that such a principle be written into the bill, 
I have no objection. 

“My staff has been working for months on the ques- 
tion of the extent to which various forms of transpor- 
tation are subsidized, directly or indirectly, by govern- 
ment, including the railroads, the water carriers, the 
highway vehicles, and the air carriers. There has been 
an enormous amount of ground to cover, and it has 
proved to be a work of great difficulty. Every time 
we seem to be approaching the end, something new turns 
up. When the report is finally issued, I am afraid that 
it will take the form of ponderous tomes, although we 
shall do our best to boil it down. The task reminds 
me in many respects of cost accounting in a complicated 
industry, for no precise mathematical answer is possible, 
and conclusions must rest to a certain extent on assump- 
tions. These are not arbitrary assumptions, for they are 
based on evidence, but there is always the question as to 
how far they are reasonable. 

“As yet I have not concluded my study of the data 
on water carriers, and I am therefore not prepared to 
give you final conclusions. I can tell you, however, how 
my mind is running on certain principles. When a 
government expends money on waterways, there may 
be more than one purpose. Flood control, soil conserva- 
tion, and the development of water power may be among 
these purposes as well as navigation. In considering tiie 
latter, expenditures for other purposes must, so far as 
possible, be eliminated. When there has been such 
segregation of navigation expenditures, however, I see 
no logical escape from the conclusion that they must 
be taken into consideration in determining the total cost 
of navigation on the waterway, along with the operating 
expenses and overhead charges of the boats. The fact 
that they are borne by the government does not make 
them any the less actual costs. 

“Assuming that this is the correct conclusion, as I 
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believe it to be, two different questions arise. One has 
to do with the construction of new waterways or similar 
projects, and the other has to do with those which al- 
ready exist. So far as new projects are concerned, the 
question is whether, considering the total cost involved, 
which mist be borne by some one, the navigation has 
any important advantages over means of transportation 
which are already in existence and available. If this 
question cannot be answered in the affirmative, I am un- 
able to see how the project can be justified. So far as 
waterways which are now in existence are concerned, 
the question is whether the portion of the cost which 
is being borne by the general public through the govern- 
ment ought to be and can be shifted, in whole or in part, 
to the shoulders of those who use and gain direct advan- 
tage from the waterway, in accordance with the principle 
which is now followed to a considerable degree in the 
case of the Panama canal. 

“To my mind that principle is inherently sound, and 
the question resolves itself chiefly into one of practic- 
ability. The waterways are there and it may well be 
that a complete shift in this burden would dry up their 
use. No similar burden is always imposed upon the 
railroads, because many of them cannot and do not pay 
a full return upon the investment, although it is true that 
in the long run there must normally be such a return if 
the railroads are to be conducted by private enterprise. 
Furthermore, the railroads are themselves extensive users 
of navigation improvements, and there are some subsidy 
skeletons in their own closet. The situation may be 
different, however, as to that part of the expenditure 
which is for maintenance, for that would be saved if 
the waterway were not used.” 


Freight Car Loading 


EVENUE freight car loading in the week ended 
be November 17 totaled 584,525 cars, a decrease of 

10,407 cars as compared with the week before and 
of 18,183 cars as compared with the corresponding week 
of last year, but an increase of 11,902 cars as compared 
with 1932. Loading of miscellaneous freight and live 
stock showed increases as compared with last year and 
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rain and grain products, live stock, and forest products 
showed gains over the preceding week. The summary, 
as compiled by the Association of American Railroads, 


follows : 


Revenue Freight Car Loadings 
Week Ended Saturday, November 17, 1934 
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1934 1933 1932 
COOL 27, .ciacton's womb wine Vcs0e 624,252 642,423 617,284 
FOU Ee ais btalgceis ti oniaiiee Salele's ois 640,280 657,005 641,985 
Cumulative Total, 46 Weeks....... 27,632,202 26,047,078 25,203,352 


The freight car surplus for the last half of October 




















averaged 327,569 cars, an increase of 7,869 
compared with the first half of the month. 


cars as 
The total 


Districts 1934 1933 1932 included 207,289 box cars, 85,259 coal cars, 14,569 stock 
A. here epee De pea ee 125,111 132,596 + —-127,152 : 
Me, bbs invcstede os ceviearet 1083160 112476 ~—=stoa’g00-~=Ss Car's, and 8,483 refrigerator cars. 
leis onan vienicg Saneatne 42,162 41,706 43,980 vege 
BER. Giidetibeaniy a vunventneress 89,759 88,094 86,887 Car Loading in Canada 
MMUNENIN RZ) Swiers: ose wba, eo oticecewe 2% 72,797 71,611 66,513 C loadi : C da f. lt NT, 
TERE WR. pn concceaieveesenss 93.731 103,358 91,732 ar loadings in Canada tor the week ended November 
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N.Y. C. Steam Locomotive 


of Streamline Design 


Pioneer Creation Which Is Nearing 
Completion Will Be Tested 
Early This Month 


A streamlined high-powered steam loco- 
motive has been practically completed by 
the New York Central and will be put 
through a series of tests during the early 
part of this month, F. E. Williamson, 
president of that road, announced on No- 
vember 24. At first numerous trials over 
relatively short stretches of track are 
planned, with later an exhibition tour and 
an experimental run, for the purpose of 
observation. The locomotive has been 
named the Commodore Vanderbilt, after 


which is finished in gun metal shade of 
lacquer with stripings of white. Obstruc- 
tions that might offer air resistance, such 
as the bell, whistle, smoke stack and other 
apparatus are beneath or level with the 
hood, thus enabling the air to flow smooth- 
ly over and around the locomotive and 
tender. 

It is believed that the streamlining of 
this Hudson, whenever the locomotive is 
operated at speeds of 70 to 90 m.p.h. or 
more, will effect a decrease in head air 
resistance of 35 to 36 per cent, which is 
expected to be reflected in a saving in 
fuel. Several other beneficial features are 
also claimed for the new design. It pro- 
vides additional insulation for the cylin- 
ders, auxiliary apparatus and pipes, thus 
helping to protect them from freezing tem- 
peratures. The 79-in. drivers are also 
equipped with roller bearings. 





The New York Central’s Streamline Locomotive 


the founder of the New York Central 
ines, 

This pioneer creation in steam motive 
Power is the New York Central’s newest 
model of the Hudson type passenger loco- 
motive. Both locomotive and tender have 

streamlined in accordance with the 
latest researches in aero-dynamic science, 
€xcept that to permit quick access to the 

‘lving mechanism for oiling and other 
Purposes, the driving and trailing wheels 
have been left partly uncovered. Other- 
wise, practically the entire locomotive is 
enclosed within a graceful metal covering 


“The New York Central will present 


this streamlined engine,” Mr. Williamson - 


announced, “as evidence of its belief that, 
despite recent developments in the use of 
other fuels, the day of the steam locomo- 
tive is far from past. It believes that, if 
present expectations are realized, steam 
can continue to offer the maximum of 
travel safety and comfort and speeds as 
high as most persons would care to travel. 
At the same time, the Central is watching 
with interest the operation of the existing 
new models of streamlined trains operated 
by other than steam power.” 


Court Dismisses Complaint 


of Louisville & Nashville 


Refuses to grant injunctive relief 
from Co-ordinator’s order in 
C. & E. |. rerouting 


The complaint filed by the Louisville & 
Nashville and the New York Central, seek- 
ing injunctive relief from Co-ordinator 
Eastman’s order forbidding the rerouting 
of Chicago & Eastern Illinois’ Dixie trains 
over the Cleveland, Cincinnati, Chicago & 
St. Louis and the New York Central be- 
tween Evansville, Ind., and Chicago, was 
dismissed on November 23 by a three-judge 
district court at Chicago. In its conclu- 
sions of law, the court held that (1) the 
controversy had not reached the judicial 
stage and the plaintiffs are not entitled to 
injunctive relief from a court of equity 
until they have applied to the Interstate 
Commerce Commission for a review of the 
order, (2) the order intended by the Co- 
ordinator was one within the scope of his 
authority to enter, (3) that it was neces- 
sary for the plaintiffs to apply to the Inter- 
state Commerce Commission for a review 
of the order before applying to the court of 
injunctive relief and (4) that the order 
intended by the Co-ordinator was one en- 
tered by an administrative office respecting 
an administrative matter. 

The judges concluded that the plaintiffs 
are not excused from applying to the Inter- 
state Commerce Commission because that 
body may deny their application and refuse 
to hear them on the merits of their petition. 
The right of the plaintiffs to apply to the 
commission and the latter’s obligation to 
take action on the application make it 
necessary for the plaintiffs to apply first 
to the commission before it applies to a 
court of equity for injunctive relief. The 
court also ruled that the order involves an 
administrative matter and that the Co- 
ordinator is given authority by the Act of 
Congress to issue the order in question. 
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In discussing the power of the Co-ordi- 
nator to issue the order, the court said 
that in determining the duties, authority 
and powers of the Co-ordinator it is satis- 
fied that the act must be read as a whole 
and not merely looked at by sections. Be- 
cause of the purpose of the act, the court 
did not feel justified in holding that the Co- 
ordinator acted outside the scope of the 
authority given him by the statute. The 
purpose of the act, according to the court’s 
ruling, “was to administer oxygen to criti- 
cal patients and to revive those who were 
suffering from sinking spells.” Its tone 
forbids the conclusion that the strong car- 
riers might exterminate the weaker com- 
petitor. It is also the conclusion of the 
court that the authority of the Co-ordi- 
nator is not limited to those matters 
wherein his judgment coincides with that 
of the regional committees. Because neither 
the Co-ordinator nor the committee held 
any hearings, the court concluded that the 
rules which govern the trial of cases were, 
therefore, not applicable. 

Co-ordinator Eastman on November 23 
again postponed the effective date of his 
order of October 25 in which he had pro- 
hibited the proposed discontinuance of 
interchange of through passenger train 
equipment between the Louisville & Nash- 
ville and the Chicago & Eastern Illinois, 
so that it will become effective 45 days 
after the date of its publication instead of 
20 days. 


Ohio Valley Shippers’ Board 


The Ohio Valley Transportation Ad- 
visory Board will hold its fortieth regular 
meeting at the Dayton-Biltmore Hotel, 
Dayton, Ohio, on Tuesday, December 11. 
O. C. Castle will speak on Pooling of 
Freight Cars. 


Grand Trunk Pick-Up Service 
Permanent 


The Grand Trunk Western has es- 
tablished its system-wide free freight pick- 
up and delivery service on a permanent 
basis. The service has been available on 
a temporary basis since September 20, when 
the former 260-mile limit on free store- 
door service was abandoned. 


Seventeen-Year Record at 
Port Reading 


The Reading Company reports that, on 
November 15, the car dumper at its New 
York harbor terminal, at Port Reading, 
N. J. (four miles north of Perth Amboy) 
unloaded its millionth car of coal. This is 
the record from July, 1917, when the car 
dumper was first put in use, and represents 
a total of 47,549,907 tons of coal. 


Panama Limited Reinstated 


The Panama Limited of the Illinois Cen- 
tral, which was discontinued in May, 1932, 
will be returned to service on December 2 
on a 20-hr. schedule between Chicago and 
New Orleans, La. The train will leave 
each city at 1 p.m. and will arrive at des- 
tination nine o’clock the next morning. The 
equipment will consist of club, lounge- 
buffet, dining, observation and sleeping 
cars, a feature of which latter will be the 
double bedroom. One lounge-buffet car 
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has been done in the French motif and 
the other exemplifies the Spanish motif in 
tribute to the Spanish-speaking Latin 
American countries which are served 
through the port of New Orleans. The 
train will be air-conditioned throughout. 


R.F.C. Not To Press Roads For 
Repayment 


Jesse H. Jones, chairman of the Recon- 
struction Finance Corporation, has stated 
that there is no disposition on the part of 
the corporation to press the railroads for 
repayment of maturing loans but is willing 
to extend them, as has already been done 
in several cases. He said the corporation 
has good collateral for most of the loans 
made and sees no reason for pushing the 
roads to pay them off. 


Pennsylvania-Reading Seashore Lines 
Establish New Bus Route 


The Pennsylvania-Reading Seashore 
Lines have been granted permission by the 
Board of Public Utility Commissioners of 
New Jersey to substitute buses for train 
services between Fifty-first street, Ocean 
City and Sea Isle City, a distance of ap- 
proximately six miles. Under the new set- 
up two eastbound and three westbound 
through trains between Philadelphia and 
Sea Isle City will continue to be operated 
on Sundays. 


Central Western Shippers’ Board 


The thirty-first regular meeting of the 
Central Western Shippers’ Advisory Board 
will be held at Omaha, Neb., on December 
4. The program provides for an address 
by O. C. Castle, director of car pooling, 
Federal Co-ordinator of Transportation, on 
Car Pooling; and one by C. N. Wright, 
vice-president of the Nebraska unit of the 
board, on Business—Its Aspects. At the 
banquet session, Henry A. Palmer, editor 
and manager of the Traffic World, will 
speak on Government Ownership of Rail- 
roads. 


Increased Divisions Prescribed For 
Short Lines 


The Interstate Commerce Commission 
has issued a report upon a general investi- 
gation of divisions of class rates in official 
territory to and from points on the Belfast 
& Moosehead Lake, the Chesapeake West- 
ern, the Virginia Blue Ridge, and the 
Chesapeake Beach, finding the present di- 
visions accorded the short lines to be un- 
just, unreasonable, and inequitable, and 
prescribing increases. The commission also 
prescribed an increase in the divisions on 
certain commodity rates for the Chesapeake 


Western. 


A.A.R. Appoints Committees on 
Grade Crossing Elimination 


The Association of American Railroads 
has appointed a policy committee to deal 
with the various government departments 
and agencies interested in appropriations 
for the elimination of railroad-highway 
grade crossings, consisting of J. J. Pelley, 
president of the association; R. V. Flet- 
cher, vice-president and general counsel; 
J. R. Downes, vice-president of the opera- 
tions and maintenance department; M. J. 
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Gormley, executive assistant to the presi- 
dent, and R. E. Dougherty, vice-president 
of the New York Central. It has also 
appointed an executive committee of rail. 
way engineers, with R. H. Ford, assistant 
chief engineer of the Chicago, Rock Island 
& Pacific, as chairman, which has also been 
in contact with the government officials on 
proposals for expediting and enlarging the 
program of grade separation and protection 
under federal grants and which has fyr. 
nished information as to various projects 
to the Bureau of Public Roads. 


W. H. Carrier Honored for Air- 
Conditioning Research 


W. H. Carrier, of Newark, N. J., has 
been awarded the medal of the American 
Society of Mechanical Engineers for 1934, 
The award was made for research in air- 
conditioning. Mr. Carrier is chairman of 
the board of the Carrier Engineering Cor- 
poration, the Carrier Corporation and the 
Carrier Manufacturing Corporation, manu- 
facturers of air-conditioning equipment, 
and is also past president of the American 
Society of Refrigerating Engineers and of 
the American Society of Heating and 
Ventilating Engineers. 


October Locomotive Shipments 


October shipments of railroad locomo- 
tives from the country’s principal manv- 
facturing plants totaled 12, as compared 
with 13 in September and none in October, 
1933, according to reports received by the 
Bureau of the Census, U. S. Department 
of Commerce. Unfilled orders at the end 
of October totaled 118 locomotives, in- 
cluding 61 steam and 57 electrics, as com- 
pared with unfilled orders for 83, including 
5 steam and 78 electrics at the end of Oc- 
tober, 1933. These figures do not include 
data on locomotives built by railroads in 
their own shops. 


Railroad Line Abandonment Studies 


By arrangement with Interstate Com- 
merce Commission and the American Rail- 
way Association, the Bureau of Public 
Roads has undertaken during the past year 
to make studies of branch lines and sec- 
tions of railroad proposed for abandon- 
ment, with a view to ascertaining the effect 
of such action on highway traffic in the 
immediate vicinity. Cases studied included 
both those under formal application to 
the Interstate Commerce Commission and 
those informally proposed by the railroads 
through the American Railway Associa- 
tion. This work was done for the purpose 
of determining the selection of secondary 
or other roads which should be built to 
serve communities in the regions of the 
abandonments. A detailed inspection was 
made of the territory served by the exist 
ing railroad, with special reference to the 
amount of traffic which would result if 
freight transported by rail should be caf- 
ried on the roads, and to the condition 0 
the existing roads leading from each popu- 
lation center or railroad station to the near- 
est available station after abandonment. 
The potential highway traffic was est 
mated as an annual daily average in truc 
loads based on a 5-year period, and for 
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maximum average truck loads per day for 
the peak month. 

Distances, types of road, condition of 
bridges, and other relevant features were 
reported, in order that a definite deter- 
mination might be made as to the amount 
and kind of highway construction or re- 
construction which would be necessary to 
provide equivalent service to that furnished 
by the rail line proposed for abandonment. 

During the fiscal year 72 cases were 
studied, involving 1,893 miles of railroad 
proposed for abandonment, and 3,712 miles 
of highways. 


A.R.E.A. Tie Plate Designs Rejected 


The letter ballot mailed to members of 
the American Railway Engineering Asso- 
ciation on October 15 resulted in the re- 
jection of the proposal of the Track com- 
mittee for the adoption as standard of 
four designs of tie plates. These designs, 
as reported in the Railway Age of Novem- 
ber 3, page 558, provided two sizes of 
plates for the 112-lb. RE rail section and 
two for the 131-lb. RE rail. The larger 
design for each weight of rail provided a 
flat bottom and holes for screw hold-down 
spikes, while the smaller plate for each 
weight of rail provided two transverse 
ribs on the bottom, and holes for cut hold- 
down spikes. 


New Haven Subsidiary Drops New 
York-New London Boat Service 


The New London Line, operated by the 
New England Steamship Company, sub- 
sidiary of the New York, New Haven & 
Hartford, has discontinued its steamship 
services between New York and New Lon- 
don, Conn., which had been in operation 
for 94 years. Loss of traffic was given as 
the reason for the discontinuance, which 
became effective on November 15. 

The New London Line was established 
in 1840 and in recent years had operated 
one steamship—the New Hampshire— 
which left New York daily, except Sun- 
days, at noon and arrived in New London 
at 7 p. m., returning on ari overnight run 
leaving New London at 11 p. m. 


Mechanical Division Letter Ballot 
Results 


The recommendations of various com- 
mittees presented at the meeting of the 
Association of American Railroads, Me- 
chanical Division, held in Chicago, June 
27, 1934, were submitted to letter ballot, 
the detailed results of which have just 
been made available in Circular DV-821. 
The committee recommendations, totaling 
93 in number, were all acted upon favor- 
ably. Proposed amendments to the 
Standard and Recommended Practice of 
the Division were approved effective March 
1, 1935, and amendments to the Inter- 
change Rules and Loading Rules of the 
Division were approved effective January 
1, 1935. 


Club Meetings 


The New England Railroad Club will 
hold its next meeting at Copley Plaza 
Hotel, Boston, on Tuesday evening, De- 
cember 11. The speaker will be W. G. 
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Knight, mechanical superintendent of the 
Bangor & Aroostook. 

The Central Railway Club will hold its 
next regular meeting on Wednesday even- 
ing, December 12, at the Statler Hotel, 
Buffalo. The subject of discussion will be 
Railroad Terminal Operation. The speak- 
ers will be C. R. Wiseman, N. Y. C.; W. 
H. Sitterly, P. R. R.; P. C. Berkwater, 
Erie; M. A. Quinn, D. L. & W.; and W. 
J. Sheridan, B. & O. There will be com- 
munity singing and also the election of 
officers. 

The Car Foremen’s Association of Chi- 
cago will hold its next meeting at the 
La Salle Hotel, Chicago, on Monday eve- 
ning, December 10. J. A. Deppe, C. M. 
St. P. & P. will present a paper on “The 
Preparation of Freight Cars in Terminal 
Yards for Road Haul.” 

The Northwest Car Men’s Association 
(St. Paul) will hold its next meeting at 
the Y. M. C. A. Gymnasium, Minnesota 
Transfer on Monday evening, December 
3. R. E. Peterson (G. N.) will present 
a paper on air conditioning. 


New Haven Establishes Statistics and 
Research Department 


The New York, New Haven & Hartford 
has established a department of statistics 
and research, according to an announce- 
ment made by Howard S. Palmer, presi- 
dent of the company. This action is being 
taken “because of the rapid changes in in- 
dustry and transportation, requiring con- 
stant adjustment and experimentation to 
improve the service offered by the New 
Haven and its subsidiary companies.” 
There will be three bureaus in the organ- 
ization, one dealing with statistics, one with 
research and one with analysis. The 
principal duties of the new department will 
be to initiate studies determining the needs 
of shippers and passengers and methods 
of improving service and efficiency. Also, 
the many recommendations and suggestions 
being received from the Federal Co-ordin- 
ator and those expected from the recently 
organized Association of American Rail- 
roads, will be analyzed by the new depart- 
ment in relation to their possible application 
to New Haven conditions. 

President Palmer announced that D. M. 
Neiswanger, assistant to general manager, 
who has been in the service of the New 
Haven for the past 20 years, will be 
manager of the new department, and the 
remainder of its personnel will be drawn 
largely from the present organization. 


Southern’s Florida Services 


The Southern will inaugurate on Decem- 
ber 12 the twenty-second consecutive year 
of its winter services from the North and 
West to Florida, which are operated in 
conjunction with the New York Central 
and St. Louis-San Francisco. Commenc- 
ing on that date the Royal Palm will carry 
through sleeping cars from Chicago and 
Cincinnati to Jacksonville and from De- 
troit and Cleveland to Miami. In addition 
the Atlanta-Brunswick car, which is being 
operated at present, will be continued for 
the accommodation of winter travelers to 
the resorts around Brunswick, Ga. The 
Ponce de Leon, another daily Florida train, 
will carry through sleeping cars from Chi- 
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cago, Detroit and Cleveland to St. Peters- 
burg and from Detroit, Cleveland and Cin- 
cinnati to Jacksonville. 

From the West, the Kansas City-Florida 
Special will carry through sleeping cars 
from Kansas City, Memphis, and Birming- 
ham to Jacksonville; also, through sleep- 
ing car service will be provided from Kan- 
sas City to Miami. 

The Southern anticipates that, because 
of improved business conditions, the 1934- 
35 Florida travel will be much heavier than 
it has been in recent years. 


Zephyr Increases Business 


The “Zephyr” of the Chicago, Burlington 
& Quincy, during its first week of opera- 
tion in revenue service between Kansas 
City, Mo., and Lincoln, Neb., was success- 
ful in creating additional business. Omit- 
ting the patronage of the train on the first 
day when its inauguration was attended 
with special ceremonies, 35 per cent more 
passengers rode on the train during the 
week of November 12 to 18 than had rid- 
den the steam-drawn train in the preceding 
week. The average patronage between all 
points was 91 persons, as compared with 
67 on the former train. A questionnaire 
given to passengers returned figures show- 
ing that 18 per cent traveled from curi- 
osity; 67 per cent would have used Bur- 
lington steam train service anyhow, 10 per 
cent would have used some other steam 
train and 5 per cent would have gone by 
private automobile, bus or airplane. The 
distance traveled per passenger on the 
Zephyr increased sharply, 44 persons be- 
ing carried per train-mile as compared 
with 21 persons per train-mile the week 
before. 

On two trips, southbound on Saturday, 
November 17, and northbound on Sunday, 
November 18, the Zephyr’s 72-passenger 
seating capacity proved inadequate. There 
were 90 passengers, including 41 curiosity 
riders, on the Sunday run out of Kansas 
City. 

The result of the week’s operations were 
as follows: The schedule was maintained 
each day, except for the 15-min. delay 
westbound at Greenwood, Neb., on Novem- 
ber 13, when the Zephyr was struck by a 
farmer’s truck. Eliminating the initial trip 
on November 11 as being abnormal, the 
business of the train for the week of 
November 12 to 18, as contrasted with the 
steam trains on the corresponding schedule 
during the week of November 4 to i0, was. 
as follows: Between Lincoln and Omaha 
in both directions, an increase of 96 per 
cent; southbound, leaving Omaha and 
Council Bluffs, passengers for all points 
averaged 42 per trip as compared with 18 
the previous week, an increase of 133 per 
cent; southbound into Kansas City, pas- 
sengers from all points averaged 53 perf 
trip as compared with 29 the previous 
week, an increase of 83 per cent; north- 
bound out of Kansas City, passengers for 
all points averaged 57 per trip, as com- 
pared with 25 the previous week, an in- 
crease of 128 per cent; northbound into: 
Council Bluffs and Omaha, passengers: 
from all points averaged 44 per trip, aS 
compared with 17 the previous week, a” 
increase of 160 per cent. 

The gross revenue per train-mile has 
been about $1.65, of which about $1 was 
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from passengers, compared with passenger 
revenues of about 50 cents on the steam 
trains. 


Rate Advance Hearings Resumed in 
Washington 


Hearings on the application of the rail- 
roads to the Interstate Commerce Com- 
mission for a rather general increase in 
freight rates, Ex Parte No. 115, were re- 
sumed at Washington on November 26 
before Commissioner Clyde B. Aitchison 
and the co-operating committee of state 
railway commissioners, following a series 
of hearings in the West and Southwest. 
Most of the first day was taken up with 
the cross-examination of railroad witnesses 
who had testified at the opening hearing in 
Washington in October, Julius H. Par- 
melee, director of the Bureau of Railway 
Economics, F. A. Leland, chairman of the 
Southwestern Freight Bureau, and D. T. 
Lawrence, chairman of the Traffic Execu- 
tive Association (Eastern Territory). Dr. 
Parmelee is to be recalled for further 
questioning next week when he will sub- 
mit some later statistics covering railway 
operations for September and October. 

During the cross-examination another 
hearing was held before Examiner James 
P. McGrath at which a number of shippers 
testified who did not wish to remain in 
Washington awaiting an opportunity to 
testify at the main hearing, and Commis- 
sioner Aitchison admitted to the record a 
number of affidavits which had been sub- 
mitted by those who did not wish to ap- 
pear offering testimony to which no ob- 
jection was offered by other parties. 

The first witness on behalf of protest- 
ing shippers at the main hearing was C. C. 
Sheppard, president of the National Lum- 
ber Manufactures’ Association, who de- 
clared that the present freight rate struc- 
ture has already retarded the movement 
of lumber and that an increase would fur- 
ther discourage it. He said the plight of 
the railroads is due to the “ever-increasing 
burden of interest charges” and that the 
lumber industry has been forced to reduce 
its interest charges. He outlined the ef- 
forts of the lumber industry to stimulate 
building through voluntary price reductions 
and said that the railroads have more to 
gain from a resumption of building activ- 
ity than from a rate increase. Similar tes- 
timony accompanied by elaborate exhibits 
was given by Wilson Compton on behalf of 
the lumber industry generally ; followed by 
A. G. T. Moore of the Southern Pine As- 
sociation, H. N. Proebstel, of the West 
Coast Lumber Manufacturers’ Association, 
and H. A. Gillis of the Western Pine As- 
sociation. 


B. & O. Annual Meeting 

The Baltimore & Ohio may report a de- 
ficit of about $3,000,000 for the current 
year, according to the statement of its 
president, Daniel Willard, at the annual 
meeting of the stockholders in Baltimore, 
Md., on November 19. Mr. Willard fore- 
saw the possibility of the deficit, despite 
increased gross revenues as compared with 
1933, because of the fact that depreciation 
charges in the present year were $1,600,000 
greater than in 1933 and the road has in 
addition been subject to increased material 
Costs of about $4,000,000 and increased 
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labor costs of $1,000,000. For 1933 the 
Baltimore & Ohio reported a net after all 
charges of $204,772. 

Mr. Willard reviewed briefly develop- 
ments of the current year, saying that the 
Baltimore & Ohio expects to receive early 
next year its two light-weight streamlined 
trains of six coaches each; it also expects 
in the near future to receive a Diesel loco- 
motive of 1800 horsepower for use on these 
trains and to complete the rebuilding of two 
of its passenger locomotives for the same 
purpose. Mr. Willard also revealed that 
the Baltimore & Ohio now has 283 pas- 
senger cars equipped with air-conditioning 
apparatus. 

In discussing the operation of the 
Emergency Railroad Transportation Act 
the B. & O. President referred to Co-ordi- 
nator Eastman’s studies of various phases 
of the railroad problem and expressed the 
opinion in this connection that many of 
the estimated savings from recommended 
changes are too high and consequently un- 
attainable. He added, however, that “never- 
theless the railroads should, and I believe 
they will, earnestly endeavor to make effec- 
tive all suggested changes in methods which 
promise to yield economy in operation, 
without disproportionate sacrifices in ser- 
vice.” 

The Association of American Railroads, 
Mr. Willard predicted, will be the means 
of bringing to the railroads as a whole 
substantial economies through the elimina- 
tion of duplicate and unnecessary service 
and the greater encouragement which it will 
give to research and invention. In closing, 
Mr. Willard expressed the fullest confi- 
dence that “with legislation such as the 
President himself, the Federal Co-ordinator 
and the Interstate Commerce Commission 
have all recommended from time to time, 
intended to give to the railroads the equal- 
ity of opportunity to compete with other 
transportation agencies to which they are 
fairly entitled, the railroads will continue to 
justify their status of private ownership 
and control.” 


Meetings & Conventions 


The following list gives names of secretaries, 
date of next or regular meetings and places of 
meetings: 

Arr Brake Assocration.—T. L. Burton, Room 
3400, Empire State Building, New York, 
N. ¥. Annual meeting, May 2-4, 1935, Ho- 
tel Sherman, Chicago, Ill. (Tentative). 

A.tiep Rattway Suppty AssocratTion.—F. 4 
Venton, Crane Company, 836 S. Michigan 
Ave., Chicago, Ill. To meet with Air Brake 
Association, Car Department Officers’ Asso- 
ciation, International Railroad Master Black- 
smiths’ Association, International Railway 
Fuel Association, International Railway Gen- 
eral Foremen’s Association, Master Boiler 
Makers’ Association and the Traveling Engi- 
neers’ Association. 

AMERICAN ASSOCIATION OF FREIGHT TRAFFIC 
Orrtcers.—W. R. Curtis, F. T. R., M. & O. 
R. R., Chicago, IIl. 

American ASSOCIATION OF GENERAL BAGGAGE 
AGEnTs.—E. . Duncan, 816 McCormick 
Building, Chicago, Ill. Annual meeting, 
September, 1935, Toronto, Ontario, Canada. 

AMERICAN ASSOCIATION OF PasSENGER TRAFFIC 
Orricers.—W. C. Hope, C. R. R. of N. J., 
143 Liberty) St., New York, N. Y. 

AmeErIcAN AssocIATION OF RarLrRoAp SvUPERIN- 
TENDENTS.—F. O. Whiteman, Union Station, 
St. Louis, Mo. Annual meeting, June 13-15, 
1935, Chicago, IIl. 

AMERICAN ASSOCIATION OF RaILway ADVERTISING 
Acents.—E. A. Abbott, Poole Bros., Inc., 85 
W. Harrison St., Chicago, Ill. Annual meet- 
ing, January 18-19, 1935. 

AMERICAN ASSOCIATION OF SUPERINTENDENTS OF 

Dintnc Cars.—F. R. Borger, C. I. oe 

836 S. Federal St., Chicago, Ill. 
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AMERICAN Rattway BripGE AND BurLpiIncG Asso- 
cration.—C. A. Lichty, C. N. ~. ies 
319 N. Waller Ave., Chicago, Ill. Annual 
meeting, October 15-17, 1935, Chicago, IIl. 
Exhibit by Bridge and Building Supply Men’s 
Association. 

American Rattway Car Institute.—W. C. 
Tabbert, 19 Rector St., New York, N. Y. 
Annual meeting, Png Li 1935, New York. 

American Rattway DeveELoPMENT ASSOCIATION. 
—E. H. Gurton, Mgr., Land Settlement and 
Development, C. N R., St. Paul, Minn. 
Semi-annual meeting, December 6-7, 1934, 
Hotel Sherman, Chicago, IIl. 

AMERICAN Rattway ENGINEERING ASSOCIATION.— 

orks in co-operation with the Association 
of American Railroads, Division IV.—E. fF 
Fritch, 59 E. Van Buren St., Chicago, IIl. 
Annual meeting, March 12-14, 1935, Palmer 
House Chicago, III 

American Rartway MaGazine Epttor’s Assocta- 
TIon.—John Ferrick, Missouri Pacific Lines 
Magazine, 2108 Missouri Pacific Lines Build- 
ing, St. Louis, Mo. 

AMERICAN Rarttway Toot ForeMen’s Assocta- 
Tion.—G. G. Macina, C., M., St. P. & P. 
R. R., 11402 Calumet Ave., Chicago, IIl. 
Annual meeting, May 6-8, 1935, Hotel Sher- 
man, Chicago, Ill. (Tentative). Exhibit by 
Tool Foremen Suppliers’ Association. 

AMERICAN SHort Line Rariroap AssoctaTion.— 
R. E. Schindler, Union Trust Bldg., Wash- 
ington, Cc. 

AMERICAN Society OF MECHANICAL ENGINEERS.— 
29 W. 39th St., New York, N. Y. Annual 
meeting, December 4-7, 1934, at 29 W. 39th 
St. Railroad Division. Marion B. Rich- 
ardson, Ahrens & Richardson, 30 Church St., 
New York, N. Y. Annual meeting, Decem- 
ber 4, 1934. 

AmeERIcAN Transit Assocration.—Guy C. Heck- 
er, 292 Madison Ave., New York, Y. 
American Woop Preservers’ Assoctation.—H. 
L. Dawson, 1427 Eye St., N. W., Washing- 
ton, D. C. Annual meeting, January 22-24, 
1935, Hotel Pennsylvania, New York, N. Y 

AssocraTION OF AMERICAN Rartroaps.—H. J. 
as Transportation Building, Washing- 
ton, D. C. . 

Division I.—Operating.—J. C. Caviston, 
30 Vesey St., New York, N. Y. 
Freight Station Section—R. O. Wells, 

Freight Agent, Illinois Central Rail- 
road, Chicago, Ill. Annual meeting, 
June 18-20, 1935, Chicago, Iil. 
Medical and Surgical Section—J. C. 
a ee 30 Vesey St., New York, 


Protective Section.—J. C. Caviston, 30 
Vesey St., New York, N. Y,. 

Safety Section.—J. C. Caviston, 30 
Vesey St., New York, N. Y. 

Telegraph and Telephone Section.—W. 
A. Fairbanks, 30 Vesey St., New 
York, N. Y._ Annual meeting, June 
25-27, 1935, Hotel Stevens, Chicago, 


Division II.—Transportation—G. W. Cov- 
ert, 59 E. Van Buren St., Chicago, IIl. 
Division III.—Traffic_—J. Gottschalk, 143 
Liberty St., New York, N. Y. ’ 
Division IV.—Engineering.—E. H. Fritch, 
59 E. Van Buren St., Chicago, Ill. An- 
nual meeting, March 12-14, 1935, Palmer 
House, Chicago, Iil. . 
Construction and Maintenance Section.— 
E. H. Fritch, 59 E. Van Buren St., 
Chicago, Ill. Annual meeting, March 
12-14, 1935, Palmer House, Chicago, 


Ill. 
Electrical Section.—E. H. Fritch, 59 E. 
Van Buren St., Chicago, Ill. 
Signal Section —R. H. C. Balliet, 30 
esey St., New York, N. Y. 
Division V.—Mechanical.—V. R. Haw- 
thorne, 59 E. Van Buren St., Chicago, 


Til. 
Division VI.—Purchases and Stores.—W. 
J. Farrell, 30 Vesey St., New York, 


DM. ¥. 
Division VII.—Freight Claims.—Lewis Pil- 
cher, 59 E. Van! Buren St., Chicago, IIl. 
Division VIII.—Motor Transport.—George 
M. Campbell, 30 Vesey St., New York, 


Ee 
Car- Service Division.—C. A. Buch, 17th 
and H. Sts., N. W., Washington, D. C. 

AssocraTION OF Rattway Craim Acents.—F. L. 
Johnson, Chief Clerk and Claim Agent, Gen- 
eral Claims Department, Alton R. R., 340 
W. Harrison St., Chicago, Ill. Annual meet- 
ing, May 15-17, 1935, Hotel Biltmore, New 
York, x. 

ASSOCIATION OF Rattway ELeEctricat ENGINEERS, 
—Jos. A. Andreucetti, C. & N. W., 1519 
Daily News Building, 400 W. Madison St., 
Chicago, Iil. 

BripGE AND Buitpinc Suppty Men’s Assocta- 
TION.—L. . Flanagan, Detroit Graphite 
Company, Room 1158, 20 N. Wacker Drive, 
Chicago, Ill. Meets with American Railway 
Bridge and Building Association. 

CanapIaAN Rattway_ Cius.—C. Crook, 2276 
Wilson Ave., N. D. G., Montreal, Que. 
Regular meetings, second Monday of each 
month, except June, July and August, Wind- 
sor Hotel, Montreal, Que. 

Car DepartMENT Orricers’ Assoctation.—A. S. 
Sternberg, M. C. B. Belt Ry. of Chicago, 


Continued on second left-hand page 
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7926 S. Morgan St., Chicago, Ill. Annual 
meeting, May 2-4, 1935, Hotel Sherman, Chi- 
cago, Ill. (Tentative). 

Car Foremen’s Association or Curcaco.—G. K. 
Oliver, 2514 W. 55th St., Chicago, Ill. Reg- 
ular meetings, second Monday of each month, 
except June, July and August, La Salle 
Hotel, = Il. 

Car Foremen’s Association or Los ANGELES.— 

Krause, Room 299, 610 S. Main St., 

Angeles, Cal. Club not active at present. 
Car Foremen’s Association or St. Louis, Mo.— 
Brady, Main and Barton St.,. St. 
ouis, Mo. Operation suspended mes ae 

CentraL Raitway Crus or Burrato.—M. D. 

eed, 1817 Hotel Statler, McKinley Square, 
Buffalo, N. Regular meetings, second 
Thursday of each month, ~~ June, gly 
and Aagust. Hotel Statler, Buffelo, N. Y. 

Cincinnati Rattway Crus.—D. R. Boyd, 2920 
Utopia Place, Hyde Park, Cincinnati, Ohio. 
Operation suspended yaa game si 

CLevecranp Rattway Crus.—F. . Frericks, 
14416 Alder Ave., Cleveland, Ohio. Meet- 
ings temporarily suspended. 

INTERNATIONAL RatLroap Master BLacKsMITHS’ 
AssoctaTion.—W. J. Mayer, Michigan Cen- 
tral R. R., Detroit, Mich. Annual meeting, 
May 6-8, 1935, Hotel Sherman, Chicago, IIl. 
(Tentative). 

INTERNATIONAL Rattway Fuet AssocraTIon.— 

Smith, 1660 Old Colony Building, Chi- 
cago, Ill. nnual meeting, May 6-8, 1935, 
Hotel Sherman, Chicago, Ill. (Tentative). 

INTERNATIONAL RatLway GENERAL ForeMeEn’s As- 
SOCIATION.—Wm, Hall, 1061 W. Wabasha 
St., Winona, Minn. Annual meeting, May 
2-4, 1935, Hotel Sherman, Chicago, Ill. (Ten- 
tative). 

Master Borrer Makers’ Assocration.—A. F. 
Stiglmeier, 29 Parkwood St., Albany, N. Y. 
Annual meeting, May 6-8, 1935, Hotel Sher- 
man, Chicago, Ill. (Tentative). 

NationaL Association oF RarLtroaD aNnp UTILI- 
TIES 12 eens S. Bailey, Wash- 


ington, ‘ 
Nationat_ Rarttway AppLiances AssocraTION.— 
C. W. Kelly, Suite 322, 910 S. 


Michigan 

Ave., Chicago, Ill. Exhibit at A. R. E. A. 
Convention, March 11-14, 1935, The Col- 
iseum, Chicago, III. 

Nationat Sarety. Councir.—Steam Railroad 
Section (See Safety Section, Association of 
American Railroads). 

New_ Encianp Rairroap Crus.—W. E. Cade, 
ir 683 Atlantic Ave., Boston, Mass. Regu- 
ar meetings, second Tuesday of each month, 
except June, yoy August and September, 

- —-- laza Hotel, Boston, Mass. 

EW 


orK Rattroap Crusn.—D. W. Pye, 30 
Church St., New York, N. Y. Regular meet- 
ings, third Friday of each month, except 


ang yy and August, 29 W. 39th St., 

ew York, N. Y. 

Paciric_ Rattway Crus.—William S. Wollner, 
P. O. Box 3275, San Francisco, Cal. Regu- 
lar meetings, second Thursday of each month, 
alternately at Sar Francisco and kland, 
excepting July at Los Angeles and October 

Sacramento. 


Rattway AccountinG Orricers’ AssocraTtion.— 
E. R. Woodson, Transportation Building, 
Washington, D. C. Annual meeting, 1935, 
Detroit, Mich. 

Rartway Business Assoctation.—P. H. Middle- 
ton (Treas. and Asst. Sec.), First National 
Bank Building, Chicago, Ill. Annual dinner, 
December 6, 1934, Commodore Hotel, New 
York, ; 

Rattway Crus or Pirtssurcu.—J. D. Conway, 
1941 Oliver Building, Pittsburgh, Pa. Regu- 
lar meetings, fourth Thursday of each month, 
except June, July and August, Fort Pitt 
Hotel, Pittsburgh, Pa. 

Rattway Exectrica Suppry MANuUFACTURERS’ 
AssoctaTion.—Edward Wray, 9 inton 
St., Chicago, Ill. Meets with Association of 
Railway Electrical Engineers. 

Rattway Fire Protection Assocration.—R. R. 
Hackett, Baltimore & Ohio R. R., Balti- 
more, 

Rattway Suppty Manuracturers’ AssociaTIon. 
—J. D. Conway, 1941 Oliver Building, Pitts- 
burgh, Pa. Meets with Mechanical Division, 
Purchases and Stores Division and Motor 
Transport Division, Association of American 
Railroads. 

Raitway TELEGRAPH AND TELEPHONE APPLIANCE 
Association.—G. A. Nelson, Waterbury, Bat- 


tery Company, 39 Church St., New York, 
) ie A eets with Telegraph and Telephone 
Section of A. A. Division I 


Rartway Tie Assocration.—A. S. Fathman. 
tae Syndicate Trust Building, St. Louis, 
0. 


Ratrtway_ Treasury Orricers’ AssocraTIon.— 
L. W. Cox, 1428 Broad Street Station Build- 
ing, Philadelphia, Pa. 

RoaDMASTERS’ AND MaINnTENANCE oF Way Asso- 
cIaTION.—T. F. Donahoe, Gen. Supvr. Road 
Baltimore & Ohio, Pittsburgh, Pa. Annua 
meeting, September 17-19, 1935, Chicago, III. 

Stenat APPLIANCE AssoctaTIon.—G. A. Nelson, 
Waterbury Battery Company, 30 Church St., 
New York, N. Y. Meets with A. A. R. 
Signal Section. 

Society oF Orricers, UniItep ASSOCIATIONS OF 
RarLroap VETERANS.—M. Jones, Balti- 


more & Ohio, Mt. Royal Station, Baltimore, 
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Md. Annual meeting, October 5-6, 1935, 
Cincinnati, Ohio. 

SouTHERN AND SOUTHWESTERN Rattway CLus.— 
A. T._ Miller, 4 Hunter St., S. E., Atlanta, 
Ga. Regular meetings, third Thursday in 
anuary, March, Mey hs ¢ September and 

ovember, Ansley Hotel, Atlanta, Ga. 

SoutHern AssocraTiOn oF Car Service OrFrt- 
cEers.—R. Parks, A. B. & C. R. 
Atlanta, Ga 

Suppty Men’s_ Assoctation.—E. H. Hancock, 
Treasurer, Louisville Varnish Co., Louisville, 

Meets with A. A. R. Division , 
Equipment Painting Section. 

Toot ForemMen Suppriers’ Assoctation.—E. E. 
Caswell, Union Twist Drill Co., 11 S. Clin- 
ton St., = Ill. Meets with American 
Railway Tool Foremen’s Association. 

Toronto Raitway Cius.—N. A. Walford, P. O. 
Box 8, Terminal “A,” Toronto, Ont. Regu- 
lar meetings, first Friday of each month, 
except July, August and September, Royal 
York Hotel, Toronto, Ont. is 

Track Suprpry Association.—D. J. Higgins, 
Gardner-Denver Company, 332 S. Michigan 
Ave., Chicago, Ill. Meets with Roadmas- 
ters’ and Maintenance of Way Association. 

TRAVELING ENGINEERS’ AssocIATION.—W. 5 
Thompson, 1177 E. 98th St., Cleveland, Ohio. 
Annual meeting, May 2-4, 1935, Hotel Sher- 
man, Chicago, Ill. (Tentative). 

Western Rartway Cius.—C. L. Emerson, C., 

P. & P., Chicago, Ill. Regular meet- 
ings, third Monday of each month, except 
une, July, August and September, Hotel 
herman, Chicago, Til. 


Equipment and 
Supplies 





Santa Fe Budget $21,243,645 


Directors of the Atchison, Topeka & 
Santa Fe have approved a budget of $21,- 
243,645 for 1935 capital expenditures. Of 
this amount, $7,030,548 is to be spent on 
new projects, while the balance of $14,- 
213,097 will be used in carrying to com- 
pletion work authorized in previous years 
and which is unfinished or not yet under- 
taken. A total of $2,250,000 will be spent 
on air conditioning 280 sleeping, diner, 
observation, club and chair cars. Approxi- 
mately $1,600,000 will be spent in 1935 for 
new rails and fastenings. The road has on 
hand 10,743 tons of 102-lb. rails and plans 
to purchase an additional 27,292 tons of 
112-Ib. rails and fastenings, sufficient to 
lay 135 track-miles, and 24 track miles of 
90-Ib. rails and fastenings. Track aline- 
ment work calls for an appropriation of 
$1,261,000. The most important part of 
the work will consist of the elimination or 
improvement of sharp curvature in moun- 
tain territory to aid in meeting the de- 
mands of the public for faster passenger 
service. Directors also approved the pur- 
chase of three 660-hp. Diesel electric motor 
cars and one Diesel electric switching loco- 
motive. 

Continuation of the rebuilding and en- 
largement of facilities at Bright Angel 
hotel, Grand Canyon, was authorized. The 
principal carry-over items are unexpended 
appropriations for construction of the Los 
Angeles Union Passenger Terminal, and 
the completion of the line from Boise 
City to Las Animas and of the line from 
Farley to Colmor, N. M., aggregating $9,- 
000,000. 


LOCOMOTIVES 


THE CHICAGO, MILWAUKEE, St. Paut & 
Paciric has applied to the Interstate Com- 
merce Commission for a modification of 
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the order in which the commission ap- 
proved the expenditure of the proceeds of 
a loan of $1,716,000 for which it had ap- 
plied to the Public Works Administration 
so as to add to the prograrh the air-con- 
ditioning of 26 new passenger coaches and 
the purchase of two high-speed streamline 
locomotives from the American Locomo- 
tive Company at an estimated cost of 
$87,500 each. 


FREIGHT CARS 


Tue NATIONAL RAILWAYS OF Mexico 
have placed an order with the General 
American Transportation Company for 200 
box and 200 gondola cars. 


PASSENGER CARS 


Tue SouTHERN PACIFIC, in conjunction 
with the air-conditioning of 260 passenger 
cars, will modernize 41 chair cars, of which 
15 will be virtually rebuilt and 26 com- 
pletely overhauled. Reclining type chairs 
will be installed, floors will be rubber tiled, 
washrooms improved and interiors bright- 
ened with lighter colored paints. 


SIGNALING 


Tue PittspurcH & LAKE Erte has or- 
dered from the Union Switch & Signal 
Company material for a centralized traffic 
control installation at New Castle Junc- 
tion, Pa. 


MISCELLANEOUS 


NorrotkK & WeESTERN.—The Valve Pilot 
Corporation, New York, has received an 
order from the Norfolk & Western for a 
locomotive valve pilot for use on a freight 
locomotive. 


Tue Erte has issued plans and specifica- 
tions for the construction of a new ferry- 
boat to be paid for with P.W.A. funds 
as was reported in the Railway Age of 
September 1, page 273. Bids wanted by 
noon, December 3, at Cleveland, Ohio. The 
boat was designed by’ Millard Brothers, 
17 State street, New York. It will have 
a length overall of 234 ft.; a breadth over 
guards of 64 ft., and a hull breadth of 4 
ft., and will be arranged for carrying both 
passengers and vehicles. 


Air-Conditioning 


Puttman Company.—The installation 
of air-conditioning equipment in Pullman- 
owned cars is being carried out in the va- 
rious Pullman shops at the rate of 35 cars a 
week. The work will be gradually speeded 
up until 60 or 70 cars are equipped each 
week. 

Tue Unton Paciric has placed an order 
with the Pullman Car & Manufacturing 
Corporation for air conditioning apparatus 
for 91 cars, including 17 dining cars, ! 
observation cars, 21 chair cars and 
coaches. Installation is to be made in the 
Pullman shops. a 

Tue READING contemplates installing ait 
conditioning equipment in 20 cars to 1 
clude 11 coaches, 5 passenger and baggas® 
2 cafe cars, 1 parlor cafe car and 1 parlor 
coach. 
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Supply Trade 





George T. Willard is now associated 
with the P. & M. Company, Chicago. 


David M. Curry, has joined the de- 
velopment and research staff of the Inter- 
national Nickel Company, Inc., with 
headquarters at New York. 


J. B. Harris, Jr., operating as Harris 
& Butler, has allied himself’ with the 
Rumsey Electric Company, 1007 Arch 
street, Philadelphia, Pa. He carries with 
him the Delta-Star Electric Company, 
Chicago, sales representation. 


Roswell P. Cooley is now a member 
of the firm of Hall-Keiles Travel Com- 
pany, Inc., 11 West Forty-Second street, 
New York City. Mr. Cooley was former- 
ly for many years eastern manager of the 
Vapor Car Heating Company, New York. 


The Kelvinator Corporation, Detroit, 
Mich., has opened a factory sales branch 
at 830 Rush street, Chicago, with G. E. 
Rogo as manager and A. E. Cadwell, 
formerly with Kelvinator’s Boston branch, 
as head of the commercial division. 


Harry M. Green has been appointed 
manager of mechanical goods sales, Pa- 
cific Coast division, United States Rub- 
ber Products, Inc., New York; this di- 
vision is comprised of the Los Angeles, 
Cal, San Francisco, Portland, Ore., Seat- 
tl, Wash., and Salt Lake City, Utah, 
branches. Mr. Green will co-ordinate his 
activities. with those of J. B. Brady, gen- 
eral manager of the Pacific Coast division, 
with headquarters at San Francisco, Cal., 
and in addition, will continue as manager 
of mechanical goods sales in the San Fran- 
cisco branch. 


Thomas T. Watson, who joined the 
metallurgical department of Lukens Steel 
Company, Coatesville, Pa., in August, 
1931, has been appointed development and 
service metallurgist. He will be engaged 
Principally in service and sales work in 
connection with Lukens Nickel-Clad Steel. 
Mr. Watson was born in Scotland 35 years 
ago and was graduated in 1923 from the 
Royal Technical College, Glasgow, with 
the degree of associate of the R.T.C. 
Until 1925 he was assistant metallurgist at 
David Colville & Sons, iron and steel man- 
ufacturers of Scotland. He then became 
metallurgist at the Clyde Alloy Steel Com- 
Pany, serving there for two years. From 
1927 to 1930 he was assistant metallurgist 
at Dorman Long & Company, iron and steel 
manufacturers of England. He came to 
the United States in 1930 and engaged as 
4 consulting metallurgist in New York 


rn he joined the Lukens organization in 


G. G. Coolidge, assistant to the presi- 
dent of the Harbison-Walker Refrac- 
tories Company, Pittsburgh, Pa., has 

n elected a vice-president and a director 
of that company. Mr. Coolidge who has 
Served for 28 continuous years with that 
company was graduated from Yale Univer- 
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sity in 1904. Shortly after his graduation 
he became connected with the Delaware, 


“Lackawanna & Western and later left the 


railroad to go with the Westinghouse Air 
Brake Company, Wilmerding, Pa. In 1906 
he entered the service of the Harbison- 
Walker Refractories Company and has 





G. C. Coolidge 


been actively identified with this interest 
ever since. He first served as a member 
of the Pittsburgh district sales office; five 
years later, in 1911, he was appointed dis- 
trict sales manager at Pittsburgh. In 1921, 
he was appointed assistant general sales 
manager and in 1929, assistant to the presi- 
dent. 


Fred W. Venton, assistant manager of 
the railroad sales department of the Crane 
Company, Chicago, has been promoted to 
manager of that department, with the same 
headquarters. He was born in Cleveland, 
Ohio, on November 14, 1881, and was edu- 
cated at Armour Institute of Technology, 
Chicago. During the early part of his 





Fred W. Venton 


career he was employed in the shops of 
the L. H. Prentice Company, and the Chi- 
cago, Burlington & Quincy, while later he 
served as chief engineer of several Hotels 
in Chicago and of the McClintock estate. 
In 1910, he entered the employ of the Crane 
Company as traveling engineer and in 1915 
was promoted to assistant manager of the 
railroad sales department, which position he 
has held until his recent promotion. 
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Construction 





CANADIAN NationaL—Contracts have 
been awarded for a number of projects 
on the Western lines of this company, 
work on all of which is now well under 
way. A contract for the construction of 
a new station at Flin Flon, Man., has been 
let to P. W. Graham & Sons, Ltd., Moose 
Jaw, Sask. This structure consists of a 
one-story frame and stucco building, 28 
ft. by 104 ft., on concrete foundations. The 
station will be heated by a two-pipe low 
pressure steam return system. All track 
work, which involved the construction of a 
1%4-mile extension to the main line and an 
industrial track of the same length, was 
carried out by company forces. A con- 
tract for the laying of about 9,000 lin. ft. 
of universal joint cast iron pipe, 10 in. 
and 4 in. in diameter, in the vicinity of 
Transcona, Man., has been awarded to the 
Dominion Construction Company, Winni- 
peg, Man. The Nelson River Construc- 
tion Co., Ltd., was awarded a contract for 
the laying of about 11,000 lin. ft. of 6-in. 
cast iron pipe at Harris, Sask. 


DeLtawarE & Hupson.—The New York 
Public Service Commission has approved 
as not excessive a low bid of $119,037, sub- 
mitted by Foley Brothers, Inc., New York 
City, for the elimination of this road’s 
grade crossing on the Windsor-Deposit 
State highway in the Village of Windsor, 
K.. ¥. 


New York CENtTRAL.—The New York 
Public Service Commission has approved a 
revised plan involving a branch track in 
Canal street across Crouse avenue in con- 
nection with the elimination of grade cross- 
ings of this road in Syracuse, N. Y. The 
plan has been approved also by the Syra- 
cuse Grade Crossing Commission. The 
commission also approved a revised esti- 
mate of cost of $232,000, exclusive of land 
and property damages, for work on the 
Syracuse Junction branch and the First 
Ward branch of the railroad in connection 
with the elimination project. This estimate 
supersedes a previous estimate of $510,000. 
The railroad was authorized by the com- 
mission to do the necessary work on the 
Syracuse Junction branch and the First 
Ward branch of furnishing and installing 
track material, changing the existing tracks, 
relocating section houses, erecting right-of- 
way fences and making changes in tele- 
phone, telegraph and signal lines at actual 
cost by direct employment of labor and 
purchase of materials for an amount 
limited to $138,800. This authorization 
supersedes a previous one for $299,000. 


PENNSYLVANIA.—This company and the 
Pittsburgh, Youngstown & Ashtabula have 
applied to the Interstate Commerce Com- 
mission for a certificate authorizing the 
construction of a branch line from a con- 
nection with the P. Y. & A. near Austin- 
burg, Ohio, to a connection with the 
Fairport, Painesville & Eastern at Harpers- 
field shale beds, 7.45 miles. The Pennsyl- 
vania also asked authority to operate under 
trackage rights over the F. P. & E. from 
the latter point to Perry, Ohio, 8 miles. 


Continued on second left-hand page 
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IANT arteries of commerce, transporting both man and merchandise quickly 
|: and safely to every mart in the land, the railroads are ever watchful of ways and 
means that will result in the development of greater comfort and the conservation of 
time. Since that momentous hour when the golden spike was driven to link the far 
distant borders of a great nation, Progress has been the watchword of those who 
govern the destinies of our great railroad systems. Slowly, surely, have they proceeded 
... keeping safety, efficiency and economy ever paramount. The year 1934 witnessed 
an achievement of notable merit marking the beginning of a new era in railroad trans- 
portation. The thrilling stories of how the new stream-lined, high-speed trains flashed 
over the rails to set breath-taking speed records, now lie waiting the pen of historians 
... but the factors that made these records possible are being watched with an alert 
eye by every railroad executive. Why? Because they point the way to new and 
greater Progress ...a Progress that takes into consideration the application of the 
latest engineering advances in efficient, economical power. Winton Engine Corpora- 
tion is grateful for-its opportunity to play a part in the development of this new 
era of transportation and pays tribute to those far-sighted executives who select Win- 
ton-Diesel power as the answer to the demands of modern power requirements. 


WINTON ENGINE CORPORATION, Cleveland, Ohio, U.S. A. 
SUBSIDIARY OF GENERAL MOTORS CORPORATION 
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The new Union Pacific M-10001, 
powered by a twelve-cylinder, V-type, 
two-cycle, S00 h.p. Winton-Diesel en- 
gine, attained a maximum speed of 120 
m.p.h. and set the record for the fastest 
run by a railroad train from Los Angeles 
to New York, 3260 miles in 56 hours 
and 55 minutes. 





wy * 





The Burlington Zephyr, powered by an 
eight-cylinder, two-cycle, 600 h.p. Win- 
ton-Diesel engine, made the longest, 
fastest, non-stop run in railroad history 
--- 1015 miles from Denver to Chicago 
in 13 hours and 5 minutes, an average 


of 78.5 m.p.h. 
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Finaneial 





Cuicaco GREAT WESTERN.—Abandon- 
ment.—This company has applied to the 
Interstate Commerce Commission for au- 
thority to abandon portions of its line be- 
tween Horton, Minn., and Utica, 13.8 miles, 
and to operate over the line of the Chi- 
cago & North Western. 


Erit.—R.F.C. Loan.—This company has 
applied to the Reconstruction Finance Cor- 
poration for an additional loan of $3,- 
179,000 for taxes, principal of equipment 
trust certificates, and sinking fund pay- 
ment. 


HaAnover.—A bandonment.— The Inter- 
state Commerce Commission has author- 
ized this company to abandon operation 
as to interstate and foreign commerce of 
its entire line, extending from North Han- 
over, Ill., to Hanover, 2.4 miles. 


INTERMOUNTAIN.—A bandonment. — This 
company has applied to the Interstate 
Commerce Commission for authority to 
abandon its entire line from Barber Junc- 
tion, Idaho, to Steirman, 26.14 miles. 


MAINE CENTRAL.—Abandonment.—This 
company has applied to the Interstate Com- 
merce Commission for authority to aban- 
don the line from Rumford, Maine, to 
Oquossoc, 36 miles. 


New York & GrEENwoop LAKE.—Aban- 
donment.—This company has applied to 
the Interstate Commerce Commission for 
authority to abandon its line from Ring- 
wood Junction, N. J., to the New Jersey- 
New York state line, 8.36 miles. 


PENNSyYLVANIA.—P. W. A. Loan.—This 
company has applied to the Interstate Com- 
merce Commission for modifications of its 
orders approving the expenditures to be 
made with the proceeds of loans from 
the Public Works Administration and au- 
thorizing security issues in connection with 
them, so as to limit the amount of 30- 
year secured 4 per cent serial bonds au- 
thorized to the amount now proposed to 
be issued and sold to the P. W. A., $37,- 
000,000, and to authorize the assumption 
of obligation and liability in respect of 
$23,000,000 of 4 per cent equipment trust 
certificates. It is now estimated that the 
electrification work between New York 
and Washington will not require all of the 
$45,000,000 originally estimated and it is 
proposed to transfer $8,000,000 of that 
amount to the loans for equipment, in- 
cluding the conversion of 59 passenger 
locomotives to freight service and the 
building of 59 heavy passenger locomo- 
tives, making the amount of the equip- 
ment trust issue $23,000,000 instead of $15,- 
000,000. 


RaHway VALLEY.—Extension of Bond 
Maturity.—This company has been granted 
permission by the Interstate Commerce 
Commission to extend until December 1, 
1944, the maturity of two bonds, one for 
$14,000 and the other for $28,092.97, which 
were issued originally to mature on De- 
cember 1, 1934. 


RAILWAY 


AGE 


St. Louts SouTHWESTERN.—Abandon- 
ment.—The Interstate Commerce Commis- 
sion has authorized this company and the 
Pine Bluff Arkansas River to abandon as 
to interstate and foreign commerce the 
entire line of the latter company, extending 
from Rob Roy, Ark., to Reydel, 26.4 miles. 


Union Paciric.—The Interstate Com- 
merce Commission has authorized the Los 
Angeles & Salt Lake to construct an ex- 
tension 11.3 miles southwesterly from 
Mound Spur, Utah, and to operate its 
Desert Mound spur, 4.2 miles long. 


YOSEMITE V ALLE Y.—Reorganization.— 
The Yosemite Valley Railway has applied 
to the Interstate Commerce Commission 
for authority to issue 2,000 shares of stock 
to be exchanged for second-mortgage 
bonds of the Yosemite Valley Railroad 
and to purchase and operate the line. 


Average Prices of Stocks and of Bonds 


Last Last 
Nov. 27 week year 
Average price of 20 repre- 
sentative railway edhe. 36.93 35.34 36.43 
Average price of 20 re 
sentative railway ,fepre- 74.65 73.35 62.83 


Dividends Declared 


Atchison, Topeka & Santa Fe.—Preferred, $2.50, 
semi-annually, payable February 1 to holders of 
record December 31. 

Atlanta, Birmingham & Coast.—$2.50, semi- 
annually, payable January 1 to holders of record 
December 12. 

Baltimore & Cumberland Valley Extension R. R. 
—$1.75, semi-annually, payable January 1 to 
holders of record December 31. 

Boston & Albany.—$2.25, payable December 31 
to holders of record November 30. 

Chesapeake Corp.—63c, quarterly, payable Jan- 
uary 1 to holders of record December 7. 

hestnut Hill.—75c, quarterly, payable Decem- 
ber 4 to holders of record November 20. 

Erie & Pittsburgh.—87%c, payable December 
10 to holders of record November 30. 

Reading.—Second Preferred, 50c, quarterly, 
ao Jenmary 10 to holders of record Decem- 


Richmond, Fredericksburg & Potomac.—$2.00; 
Voting and ‘Non- syn | Common, $2.00, both pay- 
= December 31 to holders of record December 


Saratoga & Schenectady.—$3.00, semi-annually, 
pm anuary 15 to holders of record Decem- 
er 31. 


* * * 





Typical Jungle Scenery—Complete with Natives 

—Along a Branch of the Standard Fruit & 

Steamship Company’s Railroad near La Ceiba, 
Honduras 
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Railway 
Officers 


EXECUTIVE 


Hill New L. & N. President 


James B. Hill, president of the Nashville, 
Chattanooga & St. Louis, was elected presi- 
dent of the Louisville & Nashville to suc- 
ceed the late Whitefoord R. Cole at a 
meeting of the directors of the L. & N. 
at New York on November 27. 


Vilas and Dike Made Vice-Presidents 
of C. & N. W.; Walters Retires 


Frank Walters, vice-president in charge 
of operation and maintenance of the Chi- 
cago & North Western, with headquarters 
at Chicago, has retired, effective December 
1. George B. Vilas, general manager, has 
been appointed vice-president and general 
manager in charge of operation, and 
Chester T. Dike, chief engineer, has been 
appointed vice-president and chief engi- 
neer in charge of maintenance of way and 
structures. Mr. Dike has also been ap- 
pointed vice-president in charge of main- 
tenance of way and structures of the Chi- 
cago, St. Paul, Minneapolis & Omaha, a 
subsidiary. 

Mr. Vilas has been connected with the 
North Western continuously throughout 
the 47 years of his railway experience. 
He was born on April 18, 1868, at Og- 
densburg, N. Y., and was educated at 
Phillips Exeter Academy, Exeter, N. H. 





In 1887, he joined the Chicago & North 
Western as a station helper at Paullina, 
later serving in this capacity at 
In 1890, he was ap- 
Wis., 


Iowa, 
various other points. 


pointed agent at Kenosha, and in 





George B. Vilas 


1896, he was sent to Milwaukee, Wis., as 
freight agent. Seven years later Mr. 
Vilas was transferred to the operating de- 
partment as trainmaster at Milwaukee, be- 
ing advanced to assistant superintendent 
at Baraboo, Wis., in 1908. Two years later 
he was further promoted to superintendent, 
and in 1910 he was sent to Chicago as 4S- 
sistant general superintendent. From 1915 
to 1919 Mr. Vilas served as general super- 
intendent at Chicago, and at the end 0 
this period he was made assistant genera 


Continued on next left-hand page 
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DO YOU REALIZE 


THAT THE 


FLANNERY FLEXIBLE STAYBOLT 


HAS ALL THESE 


ADVANTAGES 


? 


TELLTALE TYPE. Our Hollow Flexible Staybolt, with hole extending entire 
length of the body, and into the head, covering every breakable portion of the 
bolt. The Telltale Hole is Copper Plated to prevent corrosion within the hole. 


This type is tested by our Electric Contact Method, and does not require strip- 
ping exterior of boiler for test. 


The NU-TATE PROCESS of HEAT TREATMENT and SURFACE 
HARDENING after forging is used on all Flexible Staybolts manufactured by 
this Company, which provides: 


Hardened head surfaces to minimize seat friction. 
Increased strength in head and neck of bolt. 
Restoration of grain structure in the material. 


THESE ARE EXCLUSIVE FEATURES OF THE FLANNERY FLEXIBLE STAYBOLT. 


GUARANTEED FOR LIFE OF THE FIREBOX 


FLANNERY BOLT COMPANY. 
BRIDGEVILLE, PENNA. | 
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manager with the same headquarters. In 
1924 he was promoted to general manager, 
which position he was holding at the time 
of his recent appointment. 

Mr. Dike has been connected with the 
North Western continuously for 36 years. 
He was born on August 13, 1871, at Wood- 
stock, Ill., and was educated at Cornell 
College, Mt. Vernon, Iowa. Mr. Dike en- 
tered railway service in April, 1890, as a 
chainman on the Northern Pacific. In 
1896, he was appointed chief engineer of 
the Mason City & Clear Lake, at Mason 
City, Iowa. Two years later he went to 
the Iowa, Minnesota & Northwestern (now 
part of the C. & N. W.) as chief engi- 
neer, and from 1899 to 1901 he served as 
resident engineer on the North Western 
in charge of the location and construction 
of the I. M. & N. W. From the end of 
this period until 1902 Mr. Dike served in 
a similar position with the Peoria & North 
Western and the Verdigre extension of 
the North Western. In 1903 he was ap- 
pointed division engineer on the C. & N. 
W., serving in this position and as resi- 
dent engineer in charge of the location 
and construction of various branch lines 
until 1907, when he was appointed super- 
intendent of the Pierre, Rapid City & 
North Western (part of the C. & N. W.). 
During 1909 and 1910 he served as engi- 
neer and superintendent of construction of 
various new line projects of the North 
Western, including the Belle Fourche Val- 
ley and the James River Valley. In 1911, 
Mr. Dike was promoted to general super- 
intendent of the Minnesota and Dakota 
divisions, with headquarters at Huron, S. 
D., and, during federal control of the rail- 
roads, he served successively as assistant 
general superintendent at Boone, Iowa, and 





Chester T. Dike 


assistant general manager at Omaha, Neb. 
In 1920, following the termination of fed- 
eral control, Mr. Dike was appointed engi- 
neer of maintenance and in 1931 he was 
promoted to chief engineer, which posi- 
tion he held until his recent appointment. 

Mr. Walters is bringing to a close 52 
years of railroad service of which 32 have 
been with the North Western. He was 
born on December 25, 1864, at Cedar Falls, 
Iowa, and entered railway service in 1882 
as a car checker on the Minneapolis & 
St. Louis. In 1883 he went with the II- 
linois Central, serving successively as an 
operator, agent and trainmaster until 1886, 
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when he went to the Burlington, Cedar 
Rapids & Northern (now part of the Chi- 
cago, Rock Island & Pacific) as an opera- 
tor, later being promoted to train dis- 
patcher. Later he served with this road 





Frank Walters 


successively as chief train dispatcher, 
chief clerk to the vice-president and divi- 
sion superintendent, retaining the latter 
position when the B. C. R. & N. was ac- 
quired by the Rock Island. Mr. Walters 
entered the service of the North Western 
in 1902 as assistant division superintendent, 
being advanced to superintendent at Sioux 
City, Iowa, in the following year. Two 
years later he was promoted to assistant 
general superintendent at Norfolk, Neb., 
with jurisdiction over the Lines West of 
the Missouri river, and in 1906, he was 
made assistant general manager at Omaha, 
Neb. From December, 1906, until June, 
1918, he served as general manager of the 
Lines West, being promoted to general 
manager of the system, with headquarters 
at Chicago, at the end of this period. Mr. 
Walters has served as vice-president in 
charge of operation and maintenance since 
1924. 


John W. Rimmer, general freight 
traffic manager of the Boston & Maine and 
the Maine Central has been appointed vice- 
president in charge of traffic of these roads, 


with offices both in Boston and Portland, | 


Me. 


OPERATING 


G. W. Curtis, trainmaster on the 
Eastern division of the Western Pacific, 
with headquarters at Wendover, Utah, has 
been promoted to superintendent of the 
same division, with headquarters at Elko, 
Nev., succeeding H. J. Beem, who has 
been transferred to the Western division, 
at Sacramento, Cal., replacing T. E. 
Coyle, deceased. J. J. Duggan, chief 
dispatcher of the Western division, at 
Sacramento, has been promoted to train- 
master at Wendover to succeed Mr. Curtis. 


TRAFFIC 


A. L. Kreamelmeyer, chief clerk to 
the general traffic manager of the St. 
Louis-San Francisco, has been appointed 
assistant to the general traffic manager, 
with headquarters as before at St. Louis. 
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E. G. Baker, assistant general passenger 
agent at Kansas City, has been transferred 
to St. Louis. W. L. English, supervisor 
of agriculture at Springfield, Mo., has 
been appointed to the newly-created posi- 
tion of industrial and agricultural com- 
missioner, with the same headquarters, 
D. F. McDonough, executive general 
agent at Birmingham, has been appointed 
general agent at Jacksonville, Fla., suc- 
ceeding J. C. Midyette. H. L. Mor- 
rison, general agent at Chicago, has been 
transferred to Detroit, Mich., to replace 
J. E. Henderson. 


A. A. Drummond, whose appointment 
as sales traffic manager in the New York, 
New Haven & Hartford’s new depart- 
ment of sales and traffic development, was 
noted in the Railway Age of November 
24, page 656, first entered the service of 
the New Haven in 1907 as clerk in the 
freight office at Bridgewater, Mass. Dur- 
ing his service with the New Haven and 
subsidiary companies, Mr. Drummond has 





A. A. Drummond 


filled various positions in the operating, 
accounting and traffic departments. He 
was appointed assistant freight traffic man- 
ager in June of this year, which position 
he has held until his recent appointment. 


ENGINEERING AND 
SIGNALING 


W. D. Supplee, division engineer of 
the Buffalo division of the Pennsylvania, 
has been transferred to the Philadelphia 
Terminal division in the same capacity, 
with headquarters at Philadelphia, Pa. 
L. E. Gingerich, supervisor of the Balti- 
more division, has been appointed assistant 
division engineer of the New York divi 
sion, with headquarters at Jersey City, N.J. 


MECHANICAL 


H. T. Cover, assistant master mechanic 
of the Pennsylvania, with headquarters 4 
Wilmington, Del., has been appointed 
master mechanic of the Buffalo divisio? 


OBITUARY 


T. E. Coyle, superintendent of the 
Western division of the Western Pacific 
with headquarters at Sacramento, Ca, 
died on November 17. 
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The 


Illinois Central 
System 


A Partner 


of the People 
in the 
Mississippi Valley 


F.. eighty-odd years the Illinois Central System has 
been one of the outstanding institutions of the Missis- 
sippi Valley, recognized as an important factor in the 
agricultural, industrial and commercial development of 
this great central region. 

When the Illinois Central Railroad Company was 
organized, in 1850, six-sevenths of the area of Illinois 
was undeveloped and unoccupied. Its principal city, 
Chicago, then had a population of only 29,000. 

Along the 705-mile route of the proposed railroad, be- 
tween Cairo and East Dubuque and between what is 
now Centralia and Chicago, there were only ten towns 
of more than 100 inhabitants, the largest of these being 
Galena, with a population of 6,000, and Bloomington, 
with less than 2,000. For the most part, the route 
traversed a wild, uninhabited region over which deer 
and wild game roamed unmolested, and “where one 
might travel for a whole day without coming in sight of 
a human habitation.” 

Aside from Chicago and three centers of river trade— 
New Orleans, St. Louis and Louisville—there was not 
a city of 10,000 or more in the entire territory now 
traversed by the Illinois Central System. 


Before the Railroad Came 


In that early period the commerce of the Mississippi 
Valley was of small consequence. Agriculture was con- 
fined largely to communities adjacent to navigable 
streams. Because of the utter lack of transportation, 
the fertile areas remote from navigation, the rich de- 
Posits of coal in Illinois, Indiana, Kentucky and Ala- 
ama, and the great pine and hardwood lumber regions 
of the South, were almost wholly undeveloped. Manu- 
actures were confined largely to small sawmills and 
grist mills to meet the demands of local communities. 
Railway transportation in the Mississippi Valley was 
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The Illinois Central System Serves the Mississippi Valley 


then in its infancy. Illinois had fewer than 100 miles of 
primitive railroad; Indiana, 228 miles; Kentucky, 78 
miles ; Tennessee, none ; Alabama, 183 miles ; Mississippi, 
75 miles; Louisiana, 83 miles; Wisconsin, none; Min- 
nesota, none; Iowa, none; Missouri, none; Nebraska, 
none; South Dakota, none. In the fourteen great states 
in which Illinois Central System now operates, there 
were only 745 miles of crude railway lines and only a 
few small wood-burning locomotives. 

Such was the state of development of the Mississippi 
Valley when the Illinois Central Railroad Company came 
upon the scene to build a railroad greater than any 
which then existed in the Western Hemisphere. 

It was a formidable undertaking, fraught with seem- 
ingly insurmountable difficulties. The greatest of all 
was that of financing the enterprise. At that time, there 
was not a bank doing business in Illinois, and there 
were no men of wealth in this whole frontier region. 

But the difficulties were surmounted. After much ef- 
fort, the necessary funds were obtained from European 
and New England investors, and from business men of 
New York and other Eastern cities. Laborers were 
recruited in New York, Boston and other distant centers. 
Rails were imported from England. And within six 
years from the time the company was organized, the 
entire 705-mile railroad was completed and in operation. 


A Pioneer Railroad 


The Illinois Central was the first railroad to link 
northern and southern Illinois; the first railroad to con- 
nect the Great Lakes with all-year-round navigation 
on the Mississippi River; and, with its southern connec- 
tion, the first railroad to provide the Upper Mississippi 
Valley and the Great Lakes region with an outlet to 
the Gulf of Mexico. 

The Illinois Central ushered in the railway era in the 
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Mississippi Valley. No sooner was the great project 
under way than other companies were organized, and 
during the next few years the Mississippi Valley under- 
went a remarkable transformation. In the brief space 
of ten years, from 1850 to 1860, the railway mileage of 
the fourteen states in which the Illinois Central operates 
increased from less than 800 miles to more than 10,000 
miles. Chicago’s population increased from 29,000 to 
109,000 and that of many other towns and cities ex- 
perienced an equally remarkable growth. Hundreds upon 
hundreds of towns and cities sprang up along the new- 
laid rails. 

Thus began a development that has continued down 
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to the present time. In this 84-year period, the Illinojs 
Central has gradually extended its influence and its 
operations, first into Iowa, then into the South, unti 
today it has an investment in the Mississippi Valley of 
around $745,000,000 and operates more than 7,000 miles 
of railroad and 12,000 miles of trackage in fourteen 
states of the Middle West and South. 

Dependable and efficient passenger, freight, express 
and mail service provided by this transportation system 
has contributed inestimably to the growth and prosperity 
of hundreds of cities and towns and farming com. 
munities and to thousands of mining and manufacturing 
enterprises in the Mississippi Valley. 


A Partner of All Whom It Serves 


The Illinois Central System has been a friend of 
agriculture and industrial development throughout its 
history. One of its first concerns was to find settlers to 
take up the millions of acres of fertile farm land in its 
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territory. While its first lines were being pushed across 
the prairies in the early fifties, the Illinois Central 
launched a widespread publicity campaign—the largest 
ever undertaken by an American railroad up to that time 
—for the purpose of attracting settlers to its territory. 
The advertising columns of numerous newspapers, farm 
journals, immigrant guides and magazines were used in 
the effort. Hundreds of thousands of illustrated pam- 
phlets and posters were printed and distributed through- 


out the Eastern states as well as in Canada and northern ° 


Europe, As a result of this effort a tide of immigration 
of unprecedented proportions set in toward Illinois, and 
within a few years nearly all the vacant lands along the 
route were in cultivation. 

Throughout its history the railroad has sought to en- 
courage agricultural diversification, improved farming 
methods, the improvement of dairy herds and the grow- 
ing of fruits and vegetables in addition to other staple 
crops. 

Strawberry farming in Louisiana, tomato farming in 
Mississippi and fruit farming in southern Illinois were 
developed largely through the efforts and co-operation 
of the Illinois Central. In its efforts to aid the latter 
development, in the 1860’s, the Illinois Central was in- 
strumental in developing the first cars used in this 
country for the transportation of fruits under refrigera- 
tion, a contribution that has had a far-reaching influence 
upon agricultural development throughout the country. 


Practical Aid for the Farmer 


For many years the Illinois Central has been active in 
promoting dairy farming in its Southern territory. It 
has equipped and operated numerous agricultural and 
livestock exhibit trains free of charge. It has operated 
more than thirty demonstration farms for the benefit of 
farmers distant from agricultural colleges. It has con- 
ducted innumerable soil demonstrations; its agricultural 
and livestock experts have held thousands of meetings 
in rural communities ; it has campaigned for the elimina- 
tion of mosquitoes, cattle ticks, boll weevil and other 
insidious pests. It has provided hundreds of registered 
purebred bulls to the farmers in its territory. At the 
present time more than thirty bulls owned by the Illinois 
Central are loaned free to farmers in its Southern 
territory. 

The Illinois Central is likewise a friend of industry. 
The transportation service provided by this and other 
railroads has been a factor of vital importance in the 
development of the great lumber industry in the Southern 
states. The railroad not only provides hundreds of 
lumber mills in the South with dependable transporta- 
tion to Chicago and other Mid-West markets, but the 
railroad itself for many years has been one of the prin- 
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cipal buyers of railway ties, piling, poles, bridge timbers, 
sawed lumber and other products of Southern forests. 


Support for a New Industry 


The development of the great coal mining industry 
of southern Illinois and western Kentucky is another 
of many illustrations which might be given of the close 
relationship between the railroad and industry along its 
lines. This development was coincident with the de- 
velopment of the Illinois Central Railroad and could not 
have taken place without railway transportation. The 
first shaft mine in southern Illinois was opened at 
DuQuoin in 1855. At that time the Illinois Central 
began experimenting in the use of coal in place of wood 
as locomotive fuel. Many persons predicted these ex- 
periments would fail. But before many years had passed, 
the Illinois Central had turned decisively to the use of 
coal, thus providing the coal industry with a new and 
important market for its output. 

Under the stimulus of railway development and the 
tremendous industrial expansion which followed largely 
as a result of that development, coal production in 
Illinois mounted from 400,000 tons in 1855 to 26,000,- 
000 tons in 1900, with the Illinois Central ranking 
throughout this period and down to the present time 
as the leading coal consumer in Illinois. 

The dependable transportation service provided by the 
Illinois Central System has attracted thousands of manu- 
facturing enterprises to its rails. These industries pro- 
vide employment to a vast army of workers and their 
aggregate output runs into billions of dollars worth of 
products annually. Their continued and _ successful 
operation depends upon reliable and efficient all-year- 
round railway service. 


A Great Institution, Performing a Great Service 


The Illinois Central System’s contribution to Mis- 
sissippi Valley development has not been confined alone 
to the service it renders as an agency of transportation, 
vital as that service is. This great transportation servant 
has also developed into a great industry, providing em- 
ployment to tens of thousands of workers, paying out 
ten of millions of dollars annually in wages, spending 
many millions of dollars annually for fuel, materials and 
supplies, and paying out still other millions each year in 
taxes for the support of public schools, for the upkeep of 
highways and for the support of federal, state and local 
governments. 

Interdependent—no other word describes so well the 
relation between the Illinois Central and the Mississippi 
Valley which it serves. Each prospers with the other. 
That which benefits the one likewise benefits the other. 





Rehabilitate 
All Railroads Find Use for This General Purpose 


As a manufacturer whose products the 
railways need, and will buy when their 
earnings permit, The Celotex Company 
endorses the program of National Re- 
covery through Railway Recovery. 


Opening the way to increased railway 
earnings and purchases will mean in- 
creased business activity and increased 
employment throughout the country. 


Wherever and whenever the program 
permits rehabilitation—repairing, remod- 
eling, refinishing, as well as the erection 
of new structures—every railroad needs 
Celotex. 


This easily handled and economical cane 
fibre board is a general purpose buildin 
material of exceptional usefulness in al- 
most every type of railroad building. 


It builds; it insulates; and, as an interior 
finish for walls and ceilings, old or new, 
it also decorates. 


t Builds, 
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In refinishing with Celotex the boards 
are applied directly to the old walls. The 
natural buff finish of the board provides 
am attractive appearance and no other 
decorative aid is necessary; but Celotex 
may be painted, beveled or grooved if 
desired. 


Celotex for refrigerator car insulation— 
Celotex for sheathing—Celotex for plas- 
ter base—Acousti-Celotex Sound-Absorb- 
ing Tiles to subdue noise—these are 
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with CELOTEX 


Insulates, Decorates 


Showing the application of Celotex in the construction 
of a refrigerator car—Five layers of one-half inch 
Celotex for the car bottom. 


Walls and ceilings of Celotex in an I. C. station office, 
Randolph St., Chicago, Ill. 


some of the many applications of 
Celotex products in the railway field. 


No other insulating building material 
offers all the advantages Celotex assures. 
Ask for Celotex and be sure it is Celotex 
you get. 


Termite Protection—All Celotex Cane 
Fibre Products are manufactured undef 
the Ferox Process (patented) and there 
fore effectively resist damage by Fungus 
Growth, Dry Rot, Termites (White Ants). 


THE CELOTEX COMPANY, 919 NO. MICHIGAN AVE., CHICAGO, ILL 
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FOREWORD 


This pamphlet is a miniature of the December 1, 1934, 
edition of the Railway Age, containing, in condensed 
form, all of the articles included in that edition. The 
problem to which the entire editorial section of that 
larger edition and practically all of the 265 pages of 
advertising by railways and by manufacturers in the 
railway equipment and supply industry were devoted 
is that of reviving business and employment in the 
durable goods industries, and, as a vital means to this 
end, of doing the things necessary to revive buying by 
the railways, the largest single customer of these in- 
dustries. 


Copies of this December 1 edition of the Railway Age 
were sent to President Roosevelt and his cabinet and 
advisors; to all members of Congress, members of state 
legislatures, and daily newspapers; to thousands of 
financiers and other business leaders, economists and 
publicists—in short, to the political, business and 
economic brains and leadership of the United States. 


Because the December 1 edition of the Railway Age 
has attracted so much attention, has been so favorably 
commented on and has been so widely quoted, it has 
been deemed desirable to publish this pamphlet in its 


present form. 


Samuel O. Dunn, Editor. 


Chicago, Illinois, January, 1935. 





What this Isssue of the Ratlway 
Age Shows 


HIS ISSUE of the Railway 
| is probably the most 

extraordinary and import- 
ant edition that ever was devoted 
by any paper solely to one vital 
phase of a single economic prob- 
lem. 

The articles in this issue dem- 
onstrate certain facts of vital 
importance. 

(1) The depression is char- 
acterized principally by a great 
decline of production, and con- 
sequently of employment, in the 
“durable goods” industries. The 
“service” industries are princi- 
pally dependent for their business 
upon the durable goods indus- 
tries. Therefore, revive business 
and employment in the durable 
goods industries and you will 
revive business and employment 
in the service industries. Revive 
business and employment in both, 
and you will cause an increase 
in the demand for consumers’ 
goods which will restore employ- 
ment in the production and mer- 
chandising of such goods. Eco- 
nomic recovery will then be 
complete. 

(2) The railroad industry’s 
purchases from all manufacturers 
declined from $1,442,434,000 in 
1929 to an annual average of 
f only $320,250,000 in 1932 and 
1933. This was one of the prin- 
cipal causes of the profound de- 


pression and unprecedented un- 
employment in 1932 and 1933. 
Because of an increase in the 
net operating income of the rail- 
ways and government loans made 
to them, their purchases from all 
manufacturers have increased in 
1934 to about $625,000,000. This 
was one of the principal causes 
of the improvement in general 
business in the first half of 1933. 
But recently railway buying has 
been again declining. This is one 
of the principal reasons why gen- 
eral business during the second 
half of 1934 was relatively worse 
than during the first half. 

(3) Railway buying recently 
has been declining because, owing 
to decline of traffic and advances 
in wages and prices, the net op- 
erating income of the railways 
has been declining. Their pur- 
chases from manufacturers have 
been for a long period of years 
determined by, and about equal 
in amount to, their net operating 
income, which is what they earn 
in excess of operating expenses 
and taxes. 

(4) In 1933 total railway 
buying was only one-third that 
of 1929. But even in that bad 
year only 26 railroads operating 
93,000 miles of line made pur- 
chases from 7,816 companies lo- 
cated in 1,661 different cities and 
towns in every state in the union. 
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No other industry’s curtailment 
of its buying reduces business 
and causes unemployment in so 
many territories and communi- 
ties. 

(5) Railway buying can be 
increased (a) by government 
loans; (b) by an increase in net 
operating income. The railways 
in 1934 spent $200,000,000 
loaned them by the government 
especially to enable them to in- 
crease their buying. The bene- 
ficial effects produced are shown 
in detail elsewhere in this issue. 
At least another $200,000,000 of 
loans to railways for the same 
purpose should be provided by 
Congress. But what is needed 
to cause a large and lasting in- 
crease in railway buying is a 
large and lasting increase in rail- 
way net operating income. 

Formerly the increase of pro- 
duction and commerce and the 
increase of railway freight, earn- 
ings, employment and buying, 
virtually kept pace with each 
other. As recently as in 1927 
total production of commodities 
and railroad freight business 
were both 6 per cent larger than 
they averaged in the four years 
1923-1926. During the next two 
years production increased 12 per 
cent and railway freight business 
only 5 per cent. In the four de- 
pression years ending with 1933 
production declined 36 per cent 


and railway freight business 44 
per cent. 

The reasons why railway 
freight business first increased 
less, and then declined more 
than production during the las 
seven years, is unquestionable, A 
rapidly increasing part of their 
traffic began just about seven 
years ago to be taken by carriers 
by air, waterway and highway, 
This competition has not been 
fair or economically sound. 

It has been unfair and eco- 
nomically unsound because it has 
been subsidized by state and fed- 
eral taxpayers through the provi- 
sion of waterways for the use of 
which no tolls have been charged, 
and of highways for whose use 
by buses and trucks entirely 
inadequate rentals have been 
charged. 

No industry can be expected 
to withstand the competition of 
other industries a large part of 
whose service costs is paid from 
the public treasury. There: can 
be no fair or sound solution of 
the transportation problem which 
does not abolish subsidies. 

The competition of other car- 
riers is unfair and economically 
unsound also because comparable 
regulation is not applied to them. 
The notorious lack of such fed- 
eral and state regulation of theit 
rates, service and financing as is 
applied to the railways enables 
them to follow policies and prac- 
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tices to get business which the 
railways are prohibited by law, 
under heavy penalties, from using 
to protect themselves. Either fed- 
eral and state regulation of other 
carriers should be increased or 
regulation of railways should be 
reduced or abolished. 

Finally, the competition of 
other carriers is unfair and eco- 
yomically unsound because their 
working conditions and wages 
are much less favorable to their 
employees, and therefore much 
less expensive to the other car- 
riers, than the working condi- 
tions and wages in effect on the 
railways. 

Excepting an increase in their 


trafic due to improvement in 
general business, the means most 
needed to increase the earning 
and buying capacity of the rail- 
ways is legislation which will es- 
tablish fair and equal terms of 


competition in transportation. 
Equalization of the terms of 
competition will enable the rail- 
ways to regain much traffic that 
they have lost and to increase 
their net operating income and 
thir buying from other indus- 











tries. It is also vitally needed 
to enable them to reduce rather 
than increase their rates. They 
are at present seeking an advance 
of $170,000,000 annually in 
freight rates. The necessity for 
this is entirely due to losses of 
traffic caused by unfair federal 
and state policies which have en- 
abled other carriers to operate 
largely on subsidies paid by the 
taxpayers and almost without 
regulation. Restore to the rail- 
ways, by the adoption of fair 
federal and state policies, all of 
the traffic they have lost that they 
are economically best fitted to 
handle, and, with rates even 
lower than those now charged by 
them, their financial difficulties 
will soon be ended and their buy- 
ing of durable goods very largely 
increased. The increase in their 
purchases will contribute power- 
fully toward restoring general 
prosperity and general employ- 
ment. 

There can beno recovery from 
the depression without construc- 
tive action to revive the earning, 
employing and buying capacity 
of the railroads. 





The Plan of this Issue— 


National Recovery, the Durable Goods Industries and the 
Railroads . . . . +. =~. ~~ Beginson Page 5 
A series of four articles, the first one of them by Federal 
Co-ordinator Joseph B. Eastman, showing the relationship 
of the durable goods industries to the present unemployment 
situation, and the effect of depleted railway buying on these 
industries. The kinds and quantities of the things the rail- 
ways buy are enumerated—and communities and states in 
which the railways do their buying are shown. 


Railway Purchases Rise or Fall with Railway Earnings 
Begins on Page 16 

This series has as its first article an exposition of the inev- 
itable connection between the volume of railway purchases 
and railway net earnings. With this relationship established, 
other articles proceed to examine the main prospects for 
expansion of railway earnings as the only source from which 
increased purchases—and consequent revival of the durable 
goods industries—can come. The opportunities for improved 
earnings which are examined are: Regulation of and an end 
to the subsidies to the railways’ competitors; the proposed 
increase in freight rates; improvement in service to aid the 
railways in competing for traffic; and the possibilities for fur- 
ther operating economies. The final article in the series deals 
with credit, and particularly government credit, as a factor 
in increased buying by the railroads. 


What the Railroads Want to Buy . . Begins on Page 3} 
This group of articles analyses the needs of the railways for 
materials, equipment and supplies, mentioning specifically the 
articles and facilities for which they will, in all probability, 
spend their money—if and when they get it to spend. 


Other Factors Bearing on the Nation’s Transportation 
Problem and Its Solution _.. . Begins on Page 43 
Articles in this series outline the fundamentals of the socially 
important transportation labor situation—how cheap labor on 
the highways and waterways is taking the place of well-paid 
railway labor; the question of grade crossing elimination and 
its bearing on unemployment relief; the organization of the 
new Association of American Railroads and the promise it 
holds for a more smoothly functioning transportation ma- 
chine; and the point of view of the short-line railroads, show- 
ing their importance in our national transportation system. § ‘ve if 
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Railroads and the Durable Goods 
Industries 


Normal Spending by Railroads Would Go Far to Break 
the Back of the Depression 


By Joseph B. Eastman 
Federal Co-ordinator of Transportation 


issue of the Railway Age is 
devoted to showing how the 
railroads can be used to promote 
recovery by contributing to a re- 
vival of the durable goods indus- 
tries. The subject is one of vital 
importance to the country, and it 
deserves the prominence which 
Railway Age is thus giving to it. 
The present low earnings of 
the railroads are, of course, due 
to loss of traffic. The railroads 
have nothing to sell except serv- 
ice to others, and consequently 
they reflect general economic 
conditions very closely. That is 
the main reason why they have 
lost traffic, but it is by no means 
the only reason. A very impor- 
tant factor has been the recent 
extraordinary growth of com- 
petitive forms of transportation. 
The railroads also constitute 
one of the largest industries of 
the country, and are normally 
among its largest consumers, par- 
ticularly of durable goods. They 
suffer when general business suf- 
fers, but this statement is equally 
true if reversed. Normal expen- 


I UNDERSTAND that this special 


ditures by the railroads would 
go far to break the back of the 
depression. 

The rapidly developing com- 
petition has brought with it im- 
portant improvements in the art 
of transportation and in trans- 
portation engineering. Clearly the 
conditions under which the rail- 
roads must furnish and charge 
for service have changed very 
radically. Because of this radical 
change in conditions, it seemed 
to me that the time was ripe for 
a comprehensive survey of rail- 
road operation, equipment, serv- 
ice, and controlling rate policies. 
The thought behind this survey 
is that if the railroads are to 
gain ground, or even to hold 
their own, they must get their 
costs down to the rock bottom 
consistent with good service and 
fair labor conditions, and that 
they must also prepare them- 
selves to furnish the public with 
the character of service which 
modern competitive conditions 
make necessary. 

Among other things, we have 
shown, or expect to show, that 
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it is possible to reduce costs of 
operation and at the same time 
improve service and add to traf- 
fic, by utilizing motor trucks and 
buses in various situations to 
supplement, or as a substitute 
for, rail operation. We expect 
also to show that it will be pos- 
sible to reduce costs and improve 
service still further by the util- 
ization of new types of equip- 
ment which are now available or 
in process of development. These 
include air-conditioned, _ light- 
weight passenger cars; diesel- 
electric engines; gas or diesel 
motors with other means of 
transmission and applied to 


smaller units; other types of im- 


proved motive power—steam, 
gas, and electric; light - weight 
freight cars of new design; and 
interchangeable containers, sec- 
tional car bodies, or demountable 
truck bodies which can be trans- 
ported by rail on flat cars and 
given store-door service at origin 
or destination by motor trucks. 
The survey will not show that 
the railroads are an obsolescent 
form of transportation. It will 
indicate that the same thing has 
happened to them as has hap- 
pened to many other industries 
with the progress oi science 
and invention. There has been 
a comparatively sudden change 
in conditions which has out- 
moded many of their ways of 
doing business and accelerated 


obsolescence in their equipment 
and other property. They must 
be adjusted to the new condi- 
tions. One of the ways of doing 
this will be to join hands to a 
degree with their competitors and 
utilize their facilities. Another 
will be to modernize their rajl 
equipment. Only by such means 
can the railroads keep step with 
transportation development, do 
their share in the creation of new 
traffic, and secure the share of 
business and revenue which jis 
justified by their potential ability 
to serve. 

The keen competition with 
other transportation agencies 
which has developed has had its 
usual result. Invention has been 
greatly stimulated in the railroad 
field. More progress has been 
made in the past few years in 
the improvement of railroad pas- 
senger service than was made in 
many years theretofore. I am 
persuaded that the country is on 
the verge of notable improve- 
ments in both passenger and 
freight service. In our survey 
we are doing all that we can to 
help the railroads in the discov- 
ery and development of the best 
new type of equipment. 

It is also the fact that the 
railroads are in need of much 
new property of normal and 
well-established types. For ex- 
ample, they need new rail and 
new ties and new ballast in large 
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quantities, and there is much 
track which could be relocated 
and reconstructed to advantage. 
There are many locomotives 
which could be replaced with 
equal profit. Deferred mainte- 
nance has been and is accumu- 
lating rapidly. 

It is clear, therefore, that the 
railroads furnish an unusual op- 
portunity for the useful expen- 
diture of large sums of money, 
and that such expenditures 
would be of great benefit to the 
durable goods industries and to 
the entire country. I do not 


mean, of course, that expendi- 
tures should be made on the rail- 
roads merely for the purpose of 


helping other industries. No ex- 
penditures should be made which 
cannot justify themselves, ulti- 
mately at least, in dollars and 
cents results to the railroads, nor 
would it be wise to plunge into 





a great program for the purchase 
of new types of equipment until 
they have passed through the 
stage of experiment. But even 
within these limits there are, or 
soon will be, large opportunities. 
Moreover, there are large and 
immediate opportunities for the 
use of public funds in the elim- 
ination of grade crossings which 
I hope will be utilized, for such 
a use of public money can be 
justified on many grounds. 

The problem, of course, is to 
make the necessary funds avail- 
able for the railroad expendi- 
tures. It is a very difficult prob- 
lem, but I do not believe that it 
is insoluble. In any legislative 
program for transportation im- 
provement at the present session 
of Congress, it must and will be 
kept in the forefront as one of 
the main objectives. 





Durable Goods Industries Carry the 
Key to Recovery 


Durable Goods Industries Must Revive Before De- 
pressed Consumer Goods Trades and Service 
Occupations Can Have Normal Employment 
—Revival in Durable Goods Industries 
Impossible Without Renewed 
Railway Buying 


HE durable goods indus- 
tries are those industries 
which produce commodi- 
ties which are consumed slowly. 
Food products and manufactures 
of all kinds (except machines 
used to manufacture other ar- 
ticles) quickly reach the ultimate 
consumer. Buildings or steel 
made into rails or machine tools, 
however, are used fora long time 
before their usefulness is de- 
stroyed. 

In times of economic distress 
people curtail their direct con- 
sumption of commodities propor- 
tionately very little. Most of 
them continue to eat three meals 
a day, even if they are on the 
relief rolls, and they continue to 
wear out shoe leather and cloth- 
ing almost as rapidly as they do 
in good times. The satisfaction 
derived from a meal or from the 
acquisition of a needed suit of 
clothes comes here and now— 
and whoever has cash to buy 
them does so, usually, whether 
he looks forward to prosperous 
times or continued depression. 

It is not the same with durable 


goods. The machine used to 
grind wheat may not be the best 
obtainable, or the most efficient, 
but if it will do the work at all, 
the miller is inclined to let it do 
so as long as he is uncertain 
whether he is going to make 
enough money to pay his employ- 
ees and his taxes. 

If, on the other hand, pros- 
pects for reasonable earnings 
were good, the risk of spending 
money for a new machine would 
be less, and the miller would be 
inclined to accept it. When we 
let the prospective buyers of dur- 
able goods make a little money 
the durable goods industry will 
begin to get orders and the de- 
pression will be over. Our prob- 
lem of national recovery hinges 
entirely upon the durable goods 
industries. 

Col. Leonard P. Ayres estr 
mates that in August, 1934, 
the unemployed totaled 10,792; 
000. Of this total approximately 
4,959,000 were attributable to the 
group providing services (trans- 
portation, retail trade, the pro 
fessions, etc.) and 5,833,000 to 
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the group producing goods. Of 
the total unemployed in goods 
producing occupations only 1,- 
316,000 belonged to the consum- 
ers’ goods industries while 4,517,- 
000 belonged to the durable goods 
industries. Certainly it requires 
little credulity to conclude that 
if the 4,517,000 could be put to 
work in the durable goods indus- 
tries, the consumers’ goods in- 
dustries would need to put the 
1,316,000 back to work to meet 
the increased demand which the 
durable goods workers’ new jobs 
would create for consumers’ 
goods. 

Yet that would still leave out 
of account the 4,959,000 unem- 
ployed in the service industries. 
It is estimated, however, that 
there are 891 workers employed 
in providing services for each 
1000 employed in the production 
of commodities. If we could put 
the 5,833,000 unemployed in the 
goods producing group back to 
work, therefore, we would make 
jobs for 5,197,000 in the service 
group—or more than the present 
number of unemployed. 

As Col. Ayres points out: 
“Roughly one-half of the unem- 
ployment is caused by the other 
half of it. If we could return 
the producers to work the prob- 
lems of the service groups would 
largely solve themselves. The 
controlling factor in unemploy- 
ment among the producers is that 


of the workers in the durable 
goods industries. There is the 
key to our depression problem.” 

“Tt is the industries which sup- 
ply current needs—food, cloth- 
ing, gasoline, paper, which are 
experiencing better times,” says 
Richard S. Conway, industrial 
analyst, in a recent survey. “Gov- 
ernment policies aiding such in- 
dustries may be a good stop-gap 
from the social viewpoint. As an 
economic basis of enduring in- 
dustrial recovery, such actions 
are futile. 

“Five million people in the 
durable goods industries still lack 
work and no amount of stimula- 
tion of consuming industries, no 
increase of purchasing power 
through plain or disguised gov- 
ernmental dole is ever going to 
put them back to work. Nothing 
but the free flow of the commu- 
nity’s savings into the financing 
of buildings, machinery and sim- 
ilar goods can do that, and such 
flow is conditioned upon the fact 
that investors’ money will be 
safe, and that it will be allowed 
to earn a reasonable return.” 

And just as in the durable 
goods industries lies the answer 
to the problem of national recov- 
ery, so does the revival of the 
durable goods industries hinge 
upon the restoration of normal 
buying of equipment and sup- 
plies by the railroads. They are 
so important a part of the mar- 
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ket that a normal level of activ- 
ity and employment in the dura- 
ble goods industries is impossible 
of achievement without them. 
To cite but two examples— 
steel and lumber: The railways’ 
purchases of finished steel in 
1929 totaled 7,400,000 tons, or 18 
per cent of total production. In 
1933 their, direct purchases 
amounted to only 1,300,000 tons. 
The total production of steel that 
year was 16,700,000 tons. If 
railway purchases had been at 
the 1929 level this production 
would have been raised to 22,- 
800,000 tons, or by 36 per cent. 
A leading authority estimates 
lumber production in 1933 at 14 
billion board feet. If direct rail- 
way purchases of lumber had 
been at the level which prevailed 
in 1929, lumber production in 
1933 would have totaled 17 billion 
feet—an increase of 21 per cent. 
Railway purchases from these 


important branches of the dura- 
ble goods industries have been 
sub-normal for four years. In 
this time a tremendous volume of 
accumulated demand for their 
products has been built up. I 
is obvious that a tremendous vol- 
ume of orders for the durable 
goods industries would follow a 
moderate increase in railway net 
income. This increase would come 
with the enactment of measures 
which would give the carriers a 
chance to compete for traffic on 
equal terms with other transpor- 
tation agencies. 

National recovery cannot come 
without a revival in the durable 
goods industries. The railways 
are eager to give these industries 
the stimulus they need. All they 
ask to enable them to do this is 
simple justice. There is no other 
road to recovery so quick, so cer- 
tain, and so free from experi- 
mental hazards. 


Durable Goods Revival Awaits Normal 
Ratlway Buying 


Four-Billion-Dollar Market for Equipment and Supply 
Manufacturers if Carrier Buying Power 
Is Restored 


NE reason why the basic 
O industries of the country 
have not shown the 
hoped-for recovery during the 


past two years is because their 
largest customer —the railroad 
industry—has not been buying. 

During the five years from 
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1925 to 1929, inclusive, railroad 
purchases of fuel amounted to 
$2,133,000,000, and, in the five 
years since 1929, to $1,091,000,- 
000. Those for forest products 
bought directly by the railroads 
declined from $850,670,000 to 
$383,000,000, and those for prod- 
ucts of iron and steel bought di- 
rectly declined from $2,195,000,- 
000 to $908,000,000. Total di- 
rect purchases of all materials 
declined from $6,948,000,000 to 
$3,221,000,000, a reduction of 
$3,727,000,000, or 54 per cent. 

The reductions in capital ex- 
penditures are even more strik- 
ing. Those for new locomotives 
declined from $367,177,000 to 
$145,080,000 ; those for new cars, 
fom $1,177,167,000 to $385,- 
619,000 ; and those for new build- 
ings and tracks, from $2,390,- 
871,000 to $1,202,462,000. Total 
expenditures for additions and 
betterments declined from $3,- 
935,215,000 to $1,733,161,000, a 
reduction of $2,202,054,000, or 56 
per cent. 

The railroads of the United 
States are estimated to have 
spent $6,195,000,000 less in the 
last five years for all purchases 
than in the five years previous. 
The expenditures of the federal 
government up to July 1, 1934, 
for all emergency purposes 
amounted to the staggering total 
of $6,452,846,000. Yet this total 
is not much larger than the re- 





duction which has occurred in 
the purchases made by the rail- 
roads of the United States for 
materials, supplies, equipment 
and commercial services during 
the past five years. 


The United States Department 
of Labor-is authority for the 
statement that in 1929 there were 
8,388,243 wage earners engaged 
in the manufacturing industries 
of the country. The iron and 
steel industries, other than man- 
ufacturers of machinery, em- 
ployed 880,882 wage earners, of 
which 100,000 are estimated to 
have been engaged in manufac- 
turing materials for ultimate use 
by railroads. There were 1,091,- 
269 wage earners engaged in the 
production of machinery, of 
which 75,000 are estimated to 
have been producing railway 
equipment. There were 314,741 


engaged in producing non-ferrous 
material, of which 10,000 are es- 
timated to have been producing 
for railroads, and there were 
876,383 in the forest products 
industries, of which 150,000 are 
estimated to have been produc- 


ing for railroads. This does not 
include approximately 100,000 
workers engaged at least on a 
part-time basis in hewing ties. 
Of the total number of wage 
earners industrially employed, it 
is estimated that 450,000 were 
engaged on railway production, 
exclusive of those engaged in 
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producing materials and machin- 
ery required by the manufac- 
turers who directly supply the 
railroads. 

There were 600,000 wage earn- 
ers employed in coal mining in 
1929, of which 115,000 are esti- 
mated to have owed their em- 
ployment directly to railway con- 
sumption. The requirements of 
the railroads are also estimated to 
have kept 5,000 employed in iron 
mines and 4,000 employed in stone 
quarries, with a total of 126,- 
500 miners more or less directly 
supported by railway purchases. 
It is also estimated that at least 
25,000 of the 150,000 wage earn- 
ers engaged in producing scrap 
iron for steel mills in 1929 owed 
their employment to the railway 
trade. When to these wage earn- 
ers are added the salaried em- 
ployees in the industries who are 
more or less directly benefited by 
the railway buying, and the wage 
earners who are indirectly en- 
gaged in producing the railways’ 
requirements, and when to these 
are added the wage earners em- 
ployed by contractors of railway 
work and those commercially en- 
gaged as a result of railway ex- 
penditures for materials, equip- 
ment and improvement work, and 
all others engaged indirectly be- 
cause of these purchases, it is es- 
timated that no less than a mil- 
lion people gainfully occupied in 
1929 owed their employment to 


the buying power of this basic 
industry, while an equal number 
owed their livelihood in part to 
that buying. 

Figures compiled recently by 
the Railway Business Association 
reveal the experience of the raijl- 
way equipment and supply in. 
dustry—the worst sufferer of the 
depression. The analysis em. 
braces 254 companies operating 
probably twice as many plants, 
The steel mills are not included. 
These companies, with an invest- 
ment of $881,478,000 devoted to 
railway manufacturing, reported 
that their sales to railroads de 
clined from $820,572,000 in 1929 
to $123,071,000 in 1933, or 8 
per cent; the number of wage 
earners engaged in manufactur- 
ing railway supplies decreased 
from 131,017 to 45,264, or 65 
per cent; and the corresponding 
pay-roll declined from $195,768- 
000 to $45,530,000 or 77 per 
cent, despite efforts to keep the 
organizations intact and distrib- 
ute the losses as widely as pos- 
sible. Since these manufacturers 
depend upon other manufactur 
ers, that condition is reflected 
elsewhere in the durable goods 
industry as a result of the re 
duction in railway buying. 

What would happen if the 
railroads could promptly under- 
take to restore the service life o! 
that portion of the plant that 1s 
not obsolete and to replace and 
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rebuild along thoroughly modern 
lines that portion of the plant 
which is still serviceable but out- 
worn and otherwise obsolete? It 
has already been stated that in 
the five years since 1929, the 
railroads purchased almost four 
billion dollars less from manu- 
facturers than in the five years 
previous. It is easy to visualize 
a program requiring three billion 
dollars of materials and equip- 
ment for repair and improve- 
ment work, which, if launched 
during the present emergency, 
would vitalize industry in all di- 
rections. 

Here, then, is an approach to 
the restoration of employment in 
the durable goods industry that 


offers an unusually strong ap- 
peal, not only because it can be 
accomplished without the delay 
and expense inherent in a less 
compact and less efficiently or- 
ganized field of action and prom- 
ises immediate results along a 
wide front, but also because it 
provides for the consumption of 
material as rapidly as produced 
and is directed at the same time 
to meet the requirements of an 
indispensable service which is 
now self-liquidating, but which, 
unless restored to full usefulness, 
may itself become a charge upon 
the country. The possibilities in 
restoring the buying power of 
industries’ best customer at this 
time can hardly be overestimated. 


From Butte to Bogalusa 


Challenging Facts About the Importance of Railroads 
Found in the Wide Diversity and Distri- 
bution of Their Buying 


NE does not have to go to 
C—) a railroad town to see 

‘what happens when rail- 
toads are forced to reduce ex- 
penses. Entirely apart from the 
effect of reductions in railway 
employment upon community life 
is the fact that when the rail- 
toads apply the ax to their pur- 
chases, the effects, directly and 
indirectly, are felt wherever peo- 





ple work—from the mines of 
Butte and the woods of Wash- 
ington to the lumber camps of 
Bogalusa and the mills and coal 
tipples near Birmingham; and 
the reason is not only because 
their purchases are so large, but 
also because they are so diversi- 
fied and so widely distributed. 
The far-flung character of rail- 
way operations demands a mul- 





14 RAILWAY AGE 


tiplicity of sources even for iden- 
tical materials, with the result 
that every state in the Union 
shares directly in the wide range 
of purchases that the railways 
make. The Clinchfield is a road 
of 300 miles not widely known 
beyond the borders of Virginia 
and the other states through 
which it runs. Yet, even in 1933, 
when its purchases were less 
than half of what they were in 
1929, this road drew on cities 
and towns in 25 states. 

When larger roads are consid- 
ered the wide distribution of rail- 
road purchases becomes still more 
apparent. The purchases of the 
Chicago, Rock Island & Pacific 
declined from $33,000,000 in 
1929 to $9,390,000 in 1933; yet 
in 1933, this road placed orders 
with 2,000 companies, including 
53 fuel producers, located in 200 
towns of 36 states. In 1933 the 
Chicago, Burlington & Quincy 
spent $26,695,000, or 70 per cent, 
less for materials and equipment 
than in 1929; yet approximately 
654 companies in 195 cities in 28 
states received orders totaling 
$1,000 or more. Last year the 
Southern Pacific purchased more 
than $500 of supplies from each 
of 1,400 companies located in 
145 cities and towns of 33 states. 

Without attempting to count 
the many scattered companies 
from which one or more rail- 
roads bought less than $500 of 


material, it has been found that 
the combined purchases of 2% 
railroads, operating 93,000 miles 
of line, or but two-fifths of the 
railway mileage in the country, 
were obtained in 1933, a sub- 
normal year, from 7,816 com- 
panies located in 1,661 towns of 
all the states. 

What has happened in the 
towns and cities as a result of 
reductions in railway purchases 
will appear in part from the ex- 
penditures made in a few of 
them in 1929 and 1933 by single 
roads for materials and supplies 
alone. 

The purchases made by a sin- 
gle road declined from $435,572 
to $8,804 in the Monroe County 
coal field of Iowa and from 
$303,912 to $97,047 in Chicago. 
Those of another railroad 
dropped from $2,084,300 to 
$502,757 in the same city. Re- 
trenchments in the buying of 
single railroads reduced expen- 
ditures from $637,858 to $507, 


586 in the Fulton-Peoria, Ill, 


coal field; from $137,750 to $31, 
272 in Hammond, Ind.; from 
$69,633 to $32,053 in Pittsburg, 
Kans.; from $396,921 to $136; 
131 in Shreveport, La.; from 
$88,376 to $39,686 in Escanaba, 
Mich. ; and from $58,851 to #4; 
421 in Gladstone, Mich. One 
railroad reduced its purchases 
from $1,094,577 to $359,211 in 
Minneapolis, Minn. Records of 


decline 

toads. 
One 

paid $ 
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single railroads further disclose 
declines from $404,381 to $166,- 
195 in St. Paul, Minn.; from 
$54,585 to nothing in Virginia, 
Minn. ; from $1,505,000 to $766,- 
554 in Kansas City, Mo.; from 
$1,091,488 to $191,470 in New 
York City.; from $101,953 to 
$27,976 in Cleveland, Ohio ; from 
$62,792 to $24,355 in Portland, 
Ore.; from $20,317 to $8,644 in 
Fort Smith, Ark.; from $135,- 
514 to $21,980 in Port Arthur, 
Tex.; from $45,938 to nothing 
in Ladysmith, Wis.; and from 
$33,228 to $5,047 in Mellon, Wis. 

A factory in Buffalo, N. Y., 
reduced its employment from 
725 wage earners in 1929 to 220 
in 1934 and its payroll from 
$1,200,000 to $170,000 because 
of the decline in railway pur- 
chases upon which it entirely de- 
pends. A factory in Benton Har- 
bor, Mich., reduced its payroll 
from $200,000 to $25,000 be- 
cause of declines in railway buy- 
ing on which it depends. 
= In Milwaukee, Wis., is a $3,- 

{00,000 industry that paid $200,- 
000 taxes in 1929 which has been 
forced to reduce its employees 
fom 1,200 in 1929 to 720 in 
1934, and its payroll in that city 
from $1,800,000 in 1929 to $70v,- 
00 in 1934, largely because of 
declines in purchases by rail- 
toads. 

One industry in Chicago that 
paid $108,000 in taxes in 1929 





has been compelled to reduce its 
payroll from $400,000 to $100,- 
000 because of declines in pur- 
chases by railroads upon which 
it wholly depends. 

Entirely because of declines in 
railway buying, another industry 
with plants in Chicago, Milwau- 
kee, Wis., Rockford, Ill.. Buffalo, 
N. Y., and Pittsburgh, Pa., spent 
$550,000 less for labor in 1934 
in those cities than in 1929. In 
Dillonville, Ohio, a coal mine 
worked only 128 men in 1934, 
compared with 449 in 1929, be- 
cause of declines in railway pur- 
chases. Similarly and for the 
same reason, one industry in East 
Chicago, Ind., employed 160 
fewer men, while the third larg- 
est industry of Roanoke, Va., re- 
duced its employment from 501 
wage earners to 108. 

An industry in Pittsburgh that 
paid $1,500,000 taxes in 1929 
was forced to reduce its force 
from 6,118 wage earners in the 
first nine months of 1929 to 
3,350 in the first nine months of 
1934, and its expenditures for 
labor from $7,100,000 to $2,750,- 
000, because of the declines in 
purchases from railroads which 
take 90 to 95 per cent of its out- 
put, while another industry in 
Pittsburgh, Pa., partially because 
of declines in railway buying, 
has reduced its employment in 
that city from 13,883 to 6,501, 
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and its pay-roll from $25,355,- 
000 to $6,450,000. 


in 1929, and paid $865,000 less 


for wages and salaries. 


The largest industry in Elk- 
hart, Ind., is a business which 
paid $28,426 locally in taxes. 
Yet, because of reduced purchas- 
ing by railroads which take 65 
per cent of its output, that in- 
dustry employed only 342 men 
in 1934, as compared with 760 


When the enervating effect of 
sub-normal business is every- 
where evident, it is not surpris- 
ing that people who know what 
the buying power of the raij- 
roads means to the country, 
search for the means of restor- 
ing it to some measure of its 
normal proportions. 


Railways’ Purchases Respond Invariably 
to Trend of Net Earnings 


Past Performance Shows That Reduced Earnings 
Always Bring Reduced Purchases and That 
Revival in Profits Makes Avid Buyers 


of the Railways 


E are still living under 
the capitalistic system in 
this country, and the fuel 


which makes capitalism go is 
profits. This is true in the rail- 
road business just as it is in any 
other business. If profits dis- 
appear, then business activity 
subsides. There is no alterna- 
tive. If a business earns no 
profit, then it has no funds with 
which to buy materials and 
equipment to expand or improve 
its service. Furthermore, if it 
has no profits, it likewise has no 
credit, so it cannot borrow money 
for expansion or improvement. 
The opinion seems to prevail 
in some quarters that all that is 


needed to enable the railroads to 
contribute to the revival of the 
durable goods industries is to 
make liberal loans for that pur- 
pose available to them through 
the Reconstruction Finance Cor- 
poration or PWA. This suppo- 
sition is in error. Only roads 
with good credit can borrow gov- 
ernment money. The government 
agencies do not lend money to 
railroads whose credit is unsat- 
isfactory. And the railroads 
which do not have good credit 
are the ones which are not mak- 
ing any money—an uncomforta- 
bly large proportion of them, in- 
cidentally, being in that category 
today. The use of the credit of 
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the federal government where 
private sources are unable to sup- 
ply it, is legitimate and helpful. 
But such credit cannot be, and is 
not being, extended to railroads 
which have exhausted their abil- 
ity to command it by reason of 
the fact that they have gone so 
long without earning any profits. 

Revival of the durable goods 
industries is necessary for eco- 
nomic recovery. The customers 
of the durable goods industries 
are, to a large extent, other in- 
dustries. The profits of these 
other industries are the funds 
upon which they rely very large- 
ly—either directly or as a source 
of credit— for their purchases 
from the durable goods indus- 
tres. If their profits decline 
sharply, then their purchases 
from the durable goods indus- 
tries perforce must decline also. 
The problem of reviving the dur- 
able goods industries, thus, in 
large measure, resolves itself in- 
to one of increasing the profits 
of the industries which buy dur- 
able goods. 

The railways are normally one 
of the best customers the dura- 
ble goods industries have. Their 
patronage has been pretty scanty 
inrecent years because they have 
not had the profits to spend. But 
they want to increase their buy- 
ing and they will increase it if 
they are given an opportunity 
tomake some money. 





The way the railways manage 
their business is not in any way 
different from that followed by 
other businesses, or by private 
individuals, for that matter. The 
private citizen whose income de- 
clines first begins by being more 
economical in his expenditures. 
He does not deny himself or his 
family anything they really need, 
but he makes his expenditures 
with more care. There are some 
expenses which he has to make 
if he is to keep his household 
going. 

He cannot avoid paying his 
taxes; he has to pay the grocer. 
If his income declines still fur- 
ther, mere economy is not suffi- 
cient. He begins to postpone ex- 
penditures, which in industry is 
known as_ retrenchment. | Re- 
trenchment does not save any- 
thing in the long run, but it cur- 
tails expenditure now. The im- 
poverished householder wears 
his clothes until they become 
threadbare. He postpones the 
coat of paint his house needs 
badly. He puts off going to the 
dentist, even though he knows 
that the delay not only will not 
save him anything, but will ac- 
tually cost him more in the long 
run. Still the dental work can 
wait. 

Now the railroads are in much 
the position of the man who has 
not been to the dentist, or 
painted his house for several 
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years. Give such a man an in- 
crease in his earnings, and for a 
good while to come, all of that 
increase will find its way quickly 
into circulation. Making up for 
past retrenchment alone makes 
him an active customer with ev- 
ery cent of money he can lay his 
hands upon. The railways are in 
that position exactly today. Their 
retrenchments — expenditures 
which cannot be avoided indefi- 
nitely but which have been post- 
poned—treach a total conserva- 
tively estimated in the hundreds 
of millions. Without allowing 


anything for additions and bet- 
terments, the amount of business 
which the railways stand ready 
to give the durable goods indus- 


tries to offset these retrench- 
ments alone would go a long way 
toward restoring normal activity 
and employment in many of 
them. But catching up on un- 
dermaintenance cannot begin for 
the railroads until they start to 
earn some profits, any more than 


{ Increasing Railway 
Net Earnings by 


the unemployed man can buy 
himself a new suit of clothes. 


The problem of the industries 
which sell their products to the 
railroads is thus a question of 
letting the railroads earn some 
money. There is no more ques- 
tion of what the railways will 
do with the money if they get it 
than there would be about what 
an unemployed man would do 
with his first pay check after he 
gets a job. The demand by the 
railroads for durable goods ex- 
ists to a degree unprecedented, 
perhaps, in history. The poten- 
tial supply of such goods is also 

ntirely adequate to the demand. 


All that is needed, therefore, 
to start a huge volume of pro- 
duction by the durable goods in- 
dustries is something to turn the 
now impotent demand of the 
railways into an effective de- 
mand—which is simply another 
way of saying: How may rail- 
way profits be increased? 


Equalizing Carrier Competition 


The Railways Are Suffering a Billion-Dollar Annual 
Revenue Loss to Subsidized and Unreg- 
ulated Competitors 


OREMOST among measures 
Preece to restore the net 
earnings of the railways— 
and thus enable them to become 


active customers of the durable 
goods industries—are enactments 
by Congress and the state legis 
latures which will: 
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(1) Equalize public regulation 
as between the railways on the 
one hand, and their highway and 
waterway competitors on the 
other ; 

(2) Eliminate the subsidies 
now being provided for carriers 
by highway and waterway, thus 
making such transportation en- 
tirely self-supporting as the rail- 
ways are; requiring them to pay, 
over and above the fees levied 
upon them for the use of public 
property, taxes to defray their 
fair share of the general ex- 
penses of government. 

There is no desire on the part 
of the railroads unfairly to 
handicap their competitors in any 
way. No contention regarding 
the regulation or taxation of 
these competitors is made by the 
railroads which is not supported 
by competent and disinterested 
observers in no way connected 
with the railways. The traffic di- 
verted by these competitors, 
which has grown enormously in 
the past few years, does, how- 
ever, account for a huge decline 
in railroad revenues. A part of 
this diversion is unquestionably 
attributable to the economy and 
convenience of the services they 
offer and would not be recovered 
by the railways even if special 
privilege in the form of subsidies 
and lack of regulation were re- 
moved. The railways are entirely 
reconciled to the loss of that part 





of the traffic which has been 
taken from them on a basis of 
real economy. 

Nevertheless, the subsidies and 
the absence of regulation for the 
newer forms of transportation 
continue and, as long as they do, 
traffic will not divide itself 
among the various alternative 
methods of transportation solely 
on a basis of their relative econ- 
omy and efficiency. Traffic seeks 
the route—not necessarily of 
lowest total cost—but rather that 
of lowest price. If the agency 
of lowest true cost is to be 
chosen by shippers, then all the 
costs must be reflected in the 
prices charged. If, as happens 
in highway and waterway trans- 
portation, a large part of the cost 
is levied, not on the users of the 
transportation service, but upon 
the taxpayers, then the shippers 
may, and frequently do, choose 
such favored forms of transpor- 
tation, when their total costs are 
higher than those of the rail- 
roads. 

The railways in 1933 moved 
249,779 million net ton-miles of 
revenue traffic. If railway busi- 
ness had shown in that year the 
same recovery that industrial pro- 
duction in general did (that is 
to say, a volume averaging 76 
per cent of the 1923-25 level) 
freight traffic that year would 
have totaled 307,164 million rev- 
enue ton-miles (57,385 million 





20 RAILWAY AGE 


ton-miles, approximately 23 per 
cent, more than it actually was). 
This additional volume of 
‘freight, even if it had been car- 
ried at the average rate of all rail- 
road freight, would have pro- 
duced $572,000,000 of revenue. 
Actually, however, it is a dem- 
onstrable fact that most of the 
business lost to railway competi- 
tors—particularly their highway 
competitors—is high-rated traf- 
fic bearing double or more the 
average rate. Consequently, the 
57 billion ton-miles, presumably 
lost to competitors in 1933, rep- 
resents a loss of well over one 
billion dollars in gross revenue 
to the railways. 

There is no regulation what- 
soever of interstate commercial 
carriers on the highways and 
waterways. Rates are made to 
suit the immediate selfish advan- 
tage of the carrier and shipper 
involved, with no concern for 
the national interest, nor even 
the long-run selfish interest of 
either shippers or carriers as a 
class. Obviously the railways 
cannot compete with such carri- 
ers on a basis of anything ap- 
proximating equality while they 
are restricted to schedules or 
rates in which the national in- 
terest is given primary consid- 
eration. 

Similarly, the railways are 
prevented by the provisions of 
the Fourth Section of the Inter- 


state Commerce Act and its in- 
terpretation by the Interstate 
Commerce Commission, from 
making lower rates for a longer 
haul, where competition exists, 
than they are willing to make 
proportionately for shorter hauls 
where competition does not exist. 
The Pacific Coast cities enjoy 
low rates to the Atlantic sea- 
board via the Panama Canal in 
intercoastal shipping which en- 
joys many favors at the expense 
of the taxpayers. The railways 
are not permitted to make low 
through rates to the coast to 
compete with these ship lines 
unless they will make propor- 
tionate reductions to intervening 
territory which the ship lines 
cannot serve. This the railways 
cannot afford to do. 

Equality of regulation of 
transportation in the public in- 
terest requires the enactment of 
the following federal legislation: 

1. Regulation of interstate 
commercial motor carriers of 
passengers and freight. 

2. Regulation of water car- 
riers. 

3. Repeal of the Fourth Sec- 
tion of the Interstate Commerce 
Act. 

The first two measures re- 
ceived strong endorsement by 
the Interstate Commerce Conm- 
mission, which also favors modi- 
fication of the Fourth Section of 
the Interstate Commerce Act. 
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These measures, it is clear, there- 
fore, are not sponsored by the 
railroads in their selfish interest, 
but instead are supported by re- 
sponsible authorities whose sole 
concern is the public interest. 
They are in line with the conclu- 
sions reached on this question by 
every responsible and impartial 
student who has given any at- 
tention to it. Truck, bus and 
waterway regulation is endorsed 
by the Chamber of Commerce 
of the United States. The regu- 
lation of highway carriers and 
the repeal of the Fourth Section 
are supported by the National 
Industrial Traffic League. 


(increasing Railway 
Net Earnings by 


Given fair regulation of their 
competitors and a resolute at- 
tack on the more complex prob- 
lem of removing subsidies from 
them, the railways will unques- 
tionably regain at least a share 
of the traffic they have lost. 
Since the total loss is over one 
billion dollars per annum, even 
a small share would amount to 
a considerable sum. Such equal- 
ization of competition is one of 
the steps, and probably the most 
important step, by which net rail- 
way operating income can be in- 
creased, bringing a revival of 
railway purchases and recovery 
to the durable goods industry. 


A Moderate Increase in Rates 


Restoration of 1929 Wage Level, Higher Prices Under 
NRA and Traffic Decline Must Be Offset to 
Maintain Purchasing Power 


HE volume of purchases 
Te the railways is deter- 

mined by the net operating 
income they earn. In 1932 net 
railway operating income de- 
dined to $326,298,008 and, in 
1933 as a result the railways 
spent only $234,500,000 with 
manufacturers. In 1933, how- 
ever, net railway operating in- 
come rose to $474,295,613. So, 


in 1934, on the strength of the 
larger earnings of 1933, railway 
purchases increased so that, for 
the year, they will total, prob- 
ably, $625,000,000, or more than 
160 per cent greater than in the 
preceding year. 

But the prospects for the im- 
mediate future are much less 
encouraging. Since July railway 
traffic has been running lower 
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than it did in the preceding 
year. Moreover, the 1929 scale 
of wages is being restored by 
installments. The NRA _ codes 
have brought increased costs 
for the materials and _ sup- 
plies the railways buy. In fact, 
higher wages and higher prices 
alone will increase railway ex- 
penses almost $300,000,000 a 
year. The effect that this will 
have upon net railway operating 
income — and railway purchases 
—unless something is done to 
offset it, at least in part, is obvi- 
ous. If railway purchases are 
to be increased—indeed, if the 
present level of buying is to be 
maintained—something must be 


done and done quickly to restore 
net railway operating income to 


what it would have been had 
these increases in expenses and 
the decline in traffic not occurred. 

One means by which railway 
earnings can be improved—the 
termination of special privileges 
now accorded to their competi- 
tors—has already been dis- 
cussed. It is impossible to de- 
termine, however, exactly how 
much revenue such action would 
bring to the railroads, because 
it is not known how thorough- 
going the withdrawal of these 
privileges will be. In any event, 
the increase in railway earnings 
from such action cannot come 
quickly enough to enable them 
to overcome their immediate dif- 


ficulties. Some other means of 
securing a quick increase in rail- 
way earnings is necessary, and 
the only one immediately avail- 
able is an increase in railway 
rates, as provided for in the 
case now pending before the In- 
terstate Commerce Commission, 

The proposed increase is not 
a large one, only seven per cent 
on the average, and is calculated 
to yield some 170 million dollars 
annually in added _ revenues, 
which is a very modest sum 
when compared with the 300 
million dollar increase in rail- 
way expenses which has been 
brought about by the increase in 
prices under the NRA codes 
and the restoration of the 1929 
level of wages. 

Some shippers have objected 
to this increase in railway rates. 
The question they should ask 
themselves is this: Would it be 
better for business to pay a slight 
increase in rates and thereby 
assure an increase in railway 
purchases from industry and 
avoid wholesale defaults or, on 
the other hand, can business bet- 
ter afford to save itself this 
slight increase in freight rates at 
the expense of a further decline 
in railway orders and the de- 
pressing effect on general busi- 
ness which would result from 
further railroad bankruptcies? 

The railroads are not asking a 
fair return on their investment, 
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to which they are entitled under 
the law. All they are seeking is 
to recoup themselves in part for 
the added expenses which have 
been put upon them by increased 
costs of materials and increased 
wages. 

The proposed increase in 
freight rates should be only a 
temporary measure. If the 
shippers who object to the in- 
crease in rates will see to it that 
a really thorough-going job is 
done in regulating and remov- 
ing the subsidies from railway 
competitors, the increase in 
freight rates may be needed only 
a comparatively short time. In- 
deed, if all railway patrons had 


been alert to the damage done to 
the railways — and indirectly to 
the patrons themselves—by the 
inroads of subsidized competi- 


tion, and had resolutely de- 
manded a halt of these subsidies 
before they had reached such 
enormous proportions, the situ- 
ation never would have become 
as desperate as it has become, 
nor would an increase in rates 
be necessary. 

In any event, national econom- 





ic recovery depends upon a re- 
vival of the durable goods in- 
dustries. These _ industries, 
relying as they do to such 
a large extent upon railway 
purchases for a normal volume 
of activity, can not hope to 
achieve such a level of activity 
without normal buying by the 
railroads. The railroads, in 
turn, can not increase their pur- 
chases until they first have net 
earnings at least sufficient to 
cover their fixed charges, in or- 
der to provide themselves with 
funds for increasing their pur- 
chases. With wages and prices 
of materials on the upgrade, 
there is no source from which 
such an increase in railway 
earnings can come within the 
next few months in sufficient 
volume to revive railway pur- 
chases except from the relatively 
small increase in freight rates 
which the railways are seeking. 
These are the irrefutable facts. 
The increase in railway freight 
rates is one of the essentials of 
a real beginning in national re- 
covery. 





Mincreasing Railway 
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New Services to Meet Competition 


Despite Handicaps, Railways Are Making Great 
Strides in Meeting Competition by Vast 


Improvements in Service 


HIS year has witnessed the 
beginning of a revolution 
in railway operations, that, 

in addition to meeting competi- 
tion, will react greatly to the 
public welfare. Faced with the 
menace of many varieties of un- 
regulated, subsidized com- 
petition, the railways, despite the 
low ebb of their revenues, have 
been making serious efforts to 
meet such competition by im- 
proved service and by spending 
money for new equipment, much 
of which is quite revolutionary in 
design. But most of these ef- 
forts have been made by roads 
in exceptionally good financial 
condition. Even the more for- 
tunate railways have been able 
to make only a beginning of 
what they would like to do, while 
most of them, through lack of 
funds, have not been able to do 
anything at all. Beginnings 
have been made, but only be- 
ginnings. The revolution in rail 
transportation, with its attend- 
ant enormous purchases, has 
just started; the rapidity with 
which it spreads is dependent 


largely upon increased railway 
revenues, 

The old axiom that a railway 
must constantly spend money to 
keep ahead of the times is well 
known to railway officers. De- 
spite their recognition of this 
basic principle of any business, 
which is perhaps true more par- 
ticularly of the railway business 
than any other, despite their 
eagerness to adopt new means 
of improving rail transportation, 
railway managements are faced 
with the unwelcome but none- 
the-less pertinent fact that, to- 
day, they simply haven’t the 
money to spend, regardless of 
what ultimate dividends might 
result from its spending. That 
they have done as well as they 
have in keeping up and improv- 
ing railway service is a remark- 
able tribute to railway manage- 
ment, and it supplies a significant 
indication of the large expendi- 
tures to meet competition that 
will be made as soon as more 
funds are available. 

Even under present conditions, 
the railways are a vast experi- 
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mental laboratory as to the pos- 
sibilities of high speed in both 
passenger and freight trains. 
The development of the new, 
streamlined passenger trains, 
both Diesel and steam-powered, 
has been remarkable, and this 
bids fair to continue, as more 
such trains now under construc- 
tion are delivered. Almost 
every week sees announcements 
of new and more startling 


schedules, and the record runs 
show the extent to which this 
experimentation is being con- 
ducted, and the nearness of a 
practical solution. 

None-the-less, all this is but a 
beginning. 


It is, in a_ sense, 
merely an indication of what the 
railways can do along these 
lines, and, with the present un- 
certainties removed and with 
money for research available, 
the eventual results of such ex- 
periments, translated into prac- 
tical railway operations, are un- 
predictable. One _ prediction, 
however, can be made fairly 
safely, and that is that rail pas- 
senger transportation will be 
completely revolutionized in 
many respects. 

The first of the new trains to 
be put in actual operation made 
its first regular run on Novem- 
ber 11, 1934. Meanwhile, eight 
railroads have placed orders for 
13 of these trains, costing an av- 
erage of $200,000 each, with 


prospects of other orders soon. 
Orders already placed total 
about $3,000,000. 

At the same time, air-condi- 
tioning of passenger cars, prac- 
tically unknown three years ago, 
is now almost universal on 
through trains in the East, while 
there are more than 500 air- 
conditioned cars operating in 
western territory at present. 
Furthermore, just a month ago 
it was officially announced by 
the executives of the western 
roads that all of their trans- 
continental trains and practically 
every other major train would 
be air-conditioned throughout 
before the passenger season of 
next summer. Some idea of the 
cost of this may be gained from 
the fact that one large western 
railroad has alone appropriated 
$1,700,000 for this purpose. The 
project of the Western lines in- 
volves the air-conditioning of 
more than 1,200 cars, including 
700 Pullmans and 500 units of 
railroad - owned equipment, 
which, with those already in 
service, will constitute a fleet of 
more than 1,700 air-conditioned 
cars operating in western terri- 
tory. 

These developments are indic- 
ative of means by which the 
railways can spend money to 
meet competition, and they in- 
dicate, too, that the revolution 
in railway transportation is well 
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under way. These beginnings 
are playing an important part 
in the progress of national re- 
covery. How much more im- 
portant a part they would play 
if transportation competition 
were equalized, if some definite 
and well thought out railway 
program were inaugurated and 
carried through, can only be 
conjectured. It may safely be 
said, however, that the railways’ 
contribution to national recovery 
along these lines would be tre- 
mendous. Every disposition is 
being shown by railway man- 
agements to expedite it. The 
railways, insofar as they are 
able, have been the leaders in 
the last few years in adopting 
new improvements and promot- 
ing their development in con- 
junction with the railway supply 
manufacturer, even during the 
time when they have been in the 
worst financial condition in their 
history. 

The object in view in all this, 
of course, is to make rail trans- 
portation more attractive to the 
public, to meet competitive con- 
ditions, and to increase passen- 
ger revenues. It has, however, 
other angles that are extremely 
important to national recovery, 
because, in the development of 
these high-speed trains, large 
sums of money have been spent. 


These expenditures find their 
way into the durable goods in- 
dustry and result in increased 
employment in many industries. 
High-speed freight transpor- 
tation, while somewhat less spec- 
tacular, so far as the layman is 
concerned, has not been lagging 
behind in this general program 
of service improvement that is 
being carried on courageously 
despite almost every conceivable 
handicap. These high - speed 
freight trains not only provide a 
service that would have been 
adjudged impossible only a few 
years ago, but they require the 
spending of money to make 
money. When traffic returns to 
normal, the railways will find it 
necessary to spend large sums to 
insure the continued successful 
operation of such trains, for it 
would be out of the question for 
them to abandon such train ser- 
vice, even if they wanted to, 
after shippers and receivers have 
become accustomed to it. 


The expenditure of money to 
meet competitive conditions has 
been large, even in these days of 
extremely poor railway earnings. 
It would be much greater if 


revenues would permit. The 
railways realize that lower costs 
are the most effective means of 
meeting competition. 
Handicapped in many ways, 
and with drastically reduced rev- 
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enues, the railways have, none- 
the-less, gone ahead spending 
money to meet competition, at a 
rate which is quite sufficient to 


{Increasing Railway 
Net Earnings by 


indicate the tremendous possibil- 
ities in this regard for the fu- 
ture, and its enormous effect on 
the durable goods industry. 


Improved Methods and Facilities 


Railroads Have Since the Beginning Increasingly Im- 
proved the Economy of Their Service—They 
Must Be Permitted to Continue 


CONOMIC progress on the 
E railroads, as in any indus- 


try, consists in devising 
methods of doing the work of 
the industry with less expendi- 
ture of human effort. It is only 
through constant search for such 
improvements that good wages 
can be paid to employees and 
that reasonable prices can be 
charged to consumers. There is 
only one way to provide an in- 
crease in the total of goods and 
services available for distribu- 
tion among all the people; and 
that is to reduce the human ef- 
fort involved in providing them, 
s0 that— 

(1) High money wages may 
be paid those who contribute to 
their production, thus giving 
these workers effective com- 
mand over additional goods and 





services which they desire, and 
so that 

(2) The cost of the product 
of these workers may be kept 
low to the end that consumers 
can afford to purchase larger 
quantities of it. 

A history of the railroad in- 
dustry might be written entirely 
in terms of the unremitting de- 
crease it has made in the cost 
of the transportation service it 
provides, and the manner in 
which this saving has been passed 
along to society in terms of lower 
rates for railroad services and 
in higher wages to railroad 
labor. In the eight years from 
1923 to 1930, inclusive, the Class 
I railroads expended $6,741,- 
716,000 for additions and better- 
ments to their properties—a new 
peak in railway improvement 
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activities. This was an annual 
average of $842,714,500. By 
comparison, expenditures for ad- 
ditions and betterments in 1932 
amounted to but $157,194,000, a 
decrease of $685,520,500, while 
in 1933 they totaled only $103,- 
493,000. 

Accepting the 1923-30 average 
as a basis, the reduction in rail- 
way expenditures for improve- 
ments to their properties during 
the years 1931-32-33, totaled 
$1,895,544,500, a striking meas- 
ure of the blow that has befallen 
the capital goods industries from 
this source. The loss of these 
hundreds of millions of dollars 
of railway orders is conceded to 


be a most important factor in the 
prostration of the heavy goods 


industries that 
since 1930. 
These huge expenditures did 
not represent a mere spending 
spree, nor the spur of over-ex- 
pansion. The railways, even in 
the prosperous years of 1923 to 
1929, did not have excess money 
to fling about carelessly. Each 
of these expenditures represented 
a carefully considered plan for 
the improvement of service, or 
for greater operating efficiency, 
nearly always at less cost. The 
results speak for themselves. 
These expenditures were di- 
rect contributions to operating 
performance. In 1929, the in- 
dex of general railway efficien- 


has_ prevailed 


cy was higher than in any year 
since the war, being more than 
25 per cent above 1922. 

The lesson of these tremen- 
dous strides in operating effi- 
ciency as a direct result of the 
expenditure of large sums for 
new facilities was by no means 
lost by railway managements. 
It was their plan, their ambition, 
to continue this highly successful 
campaign for operating efficien- 
cy. Sharply curtailed revenues 
have made this temporarily im- 
possible. 

The present impossibility of 
the program does not, however, 
indicate any lack of eagerness on 
the part of railway officers to 
continue it. They are as keenly 
alive as ever to the possibilities 
of improving transportation and 
lowering its costs by well-con- 
sidered capital expenditures. 

What new facilities would the 
railways construct to increase 
net operating income through 
improved operations, if they had 
the money? The answer is that 
a continuation of the construc- 
tion program—one might almost 
say rebuilding program, since 
many railways were practically 
rebuilt in the decade 1920-1929 
—would be in order. 

In other words, in spending 
money for ultimate operating 
economies, the railways would 
continue their abruptly halted 
program of building additional 
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main tracks where needed; of 
buying modern rolling stock, 
building new shops, increasing 
the capacity and efficiency of 
their lines by centralized train 
control; of increasing the speed 
of freight cars through termin- 
als by yard reconstruction, with 
particular reference to retarder 
equipment; of laying heavier 
rail, and of ironing out curves 
and gradients interfering with 
the high-speed requirements of 
modern rail transportation. 

All of these figures represent 
comparisons between conditions 
existing on the railroads now 
and conditions as they were 
prior to the depression. One 
cannot, however, stop there in 
estimating prospective railway 
buying. Mere replacement in 
kind will not suffice. This fact 
was realized before the decline 
in revenues occurred, and con- 
ditions since then have empha- 
sized the necessity. The old 
monopoly of transportation en- 
joyed by the railroads is gone 
and with it the former stand- 
ards of equipment and mainte- 
nance, of operating methods and 
of traffic solicitation. 

The theory of economists is 
that the world’s inventory of 
durable goods must be replaced 
approximately once every 20 
years. The durable goods indus- 
try has now endured four years 
of lack of buying by the rail- 


ways, its largest customers. 
Even on the theory that the rail- 
ways would be rehabilitated only 
in kind, this 20 per cent deple- 
tion of the railways’ supply of 
durable goods, if made up, would 
represent an almost incalculable 
expenditure, resulting in the re- 
employment of millions and the 
restoration of that balance so 
necessary to national prosperity. 

One may term the railways’ 
buying power latent, but the fact 
remains that it is potential, it is 
imminent, and will inevitably ex- 
ercise its tremendous influence 
toward national recovery the 
moment that railway revenues 
begin an upward climb. 

The rehabilitation of the rail- 
ways will not be simply to their 
1929 standards — something far 
beyond that is indicated and al- 
most surely predictable. Dem- 
onstrably, then, the railways are 
alert for opportunities to spend 
money in order to make money. 
Even under most discouragingly 
adverse conditions, they have 
continued their researches, in so 
far as possible, into better and 
more efficient means of trans- 
porting passengers and freight. 
Increased revenues will imme- 
diately be plowed into the prop- 
erties and used for the badly 
needed operating facilities to 
provide an increased net oper- 
ating income growing out of 
more efficient operating methods. 





Liberal Credit Essential to Maximum 
Railway Purchases 


Earnings Determine Credit—Adequate Security Is 


Necessary Even for Loans from the Government 


F THE RAILWAYS are to con- 
tribute to the revival of the 


durable goods _ industries 
ample credit is essential. The 
first requisite for credit which 
will enable the railways to in- 
crease their purchases is in- 
creased earnings. Without such 
credit, neither the government 
nor anyone else will lend to 
them. But, even with earnings 
which would justify the exten- 
sion of credit, some of the rail- 
roads may not be able to obtain 
the funds they require if the 
market for private capital is 
timorous. Under such circum- 
stances, the provision of gov- 
ernment credit is sound, and is 
necessary. Government credit 
cannot, alone, help the railways 
to increase their purchases. 
Combined with a reasonable in- 
crease in earnings, it can help a 
great deal. 

Earnings are essential to am- 
ple credit not only because they 
reflect the ability both to pay 
the interest on borrowed money 
and to provide for the ultimate 
payment of the principal, but also 
because they directly affect the 
value of the collateral which a 
railroad has to offer as security. 
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And the government itself in- 
sists on adequate collateral se- 
curity for its loans to the rail- 
roads. 

Until conditions are created 
which will re-open the private 
capital market to the railroads 
there are many arguments in 
favor of a policy by which the 
government will extend and the 
railroads will apply for loans 
from the government for main- 
tenance and equipment. In the 
first place, loans made to rail- 
roads are likely to be employed 
for more useful purposes than 
some of the other ways in which 
the government is spending and 
loaning money, and in the sec- 
ond place it has been demon- 
strated that they are more likely 
to transfer men from the relief 
rolls to payrolls quickly than 
many other classes of loans. 

The Public Works Adminis- 
tration has announced that “the 
railroad reconstruction and im- 
provement phase of the PWA 
program has been the first to 
reach peak production of employ- 
ment.” In a report to the Pres 
ident in August, Donald R 
Richberg pointed out that it was 
estimated that only about 30 per 
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cent of all PWA allotments and 
about 38 per cent of the non- 
federal allotments had been 
spent, but that “in the non-fed- 
eral classification, railroads, hav- 
ing between one-fourth to one- 
fifth of non-federal allotments, 
have accounted for over 60 per 
cent of non-federal expenditures. 
Forty-eight per cent of all rail- 
road money has been spent and 
53 per cent of man-hours used, 
in comparison with 8 per cent 
of money and 7 per cent of man- 
hours in other non-federal pro- 
jects.” Likewise, the Adminis- 
trator of the PWA fund, Secre- 
tary of the Interior Harold L. 
Ickes, reported that “PWA 
money allotted to public roads 
and to railroads has put money 
out and put men to work more 
promptly and in larger amounts 
than allotments for any other 
purpose.” 

Joseph B. Eastman, federal co- 
ordinator of transportation, has 
stated that “the loans, amounting 
to nearly $200,000,000, which 
the Public Works Administra- 
tion has made to the railroads 
on favorable terms for much- 
needed new rails, equipment, and 
general maintenance work have 
been of decided benefit to the 
capital goods industries as well 
as to the railroads.” 

Jesse H. Jones, chairman of 
the Reconstruction Finance Cor- 
poration, said in a recent ad- 





dress: “The railroads are one 
of our biggest users of materi- 
als, and employers of labor, and 
are necessary to our national 
existence. They have borrowed 
heavily from the government in 
the past and repaid their loans. 
Many of them will need gov- 
ernment loans during the coming 
year. This is a responsibility 
that we will need to meet for 
the common good.” 

As indicating the wide distri- 
bution of money expended for 
railroad improvements the loan 
of $77,000,000 to the Pennsyl- 
vania for electrification and new 
equipment meant purchases and 
employment in 35 states, from 
coast to coast. Loans made to 31 
railroads have created work and 
business in 43 of the 48 states 
of the Union. The PWA has 
made a rough estimate that 
more than 100,000 men and 
women were given employment 
as a result of its loans to rail- 
roads, and that approximately 
$100,000,000 of materials were 
purchased. Up to October 15 
the railroad projects had created 
direct employment on the rail- 
roads to the extent of 36,840,900 
man-hours and had added $20,- 
386,000 to railroad payrolls. 

An important difference be- 
tween the loans made to rail- 
roads and many of the other 
loans and grants by the govern- 
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ment is that the railroad loans 
were made for useful purposes 
rather than simply to create em- 
ployment in various sections of 
the country. They will be self- 
liquidating in that they provide 
within themselves the means for 
earning the money to repay the 
loans. 

Moreover the experience of 
the government with loans to 
railroads in the past furnishes 
precedent for confidence that 
they will repay the money they 
have borrowed. The transporta- 
tion act of 1920 provided for a 
revolving fund of $300,000,000, 
to be administered by the Inter- 
state Commerce Commission for 
loans to railroads in the transi- 
tion period following the ter- 
mination of the war-time federal 
control, from which the commis- 
sion made loans to the carriers 
amounting to $350,600,667. The 
loans were originally made for 
15 years at 6 per cent but in 
most cases they were paid off 


long before that time as the rail- 
roads were able to refinance from 
private sources. At the date of the 
commission’s last annual re. 
port $317,438,709 had been re- 
paid, $28,842,102 had not yet 
matured, and only $4,319,854 of 
principal and $7,654,289 of in- 
terest was in default, while the 
government had collected in in- 
terest $89,663,047. As the in- 
terest rate was considerably more 
than the rate paid by the gov- 
ernment for money it made a 
neat profit from the transaction. 
Moreover, during the period of 
federal control the Railroad Ad- 
ministration had advanced for 
the account of the railroads by 
paying for additions and better- 
ments some $720,000,000 which 
had not been refinanced when 
the roads were returned to pri- 
vate management, and practical- 
ly all of this was collected by 
the government with interest at 
6 per cent. 

















The Prospect for Increased 
Railway Buying 


Maintenance Requirements and Modernization Programs 
Demand Heavy Purchases from Manufacturers 


O TURN from the distress- 
Tix facts of the past five 
years of railway operation 

to the problem of restoring the 
buying power of the largest cus- 
tomer of the basic industries in 
this country presents a prospect 
simulating alike to the carriers 
and the public served. Not 
since traffic was heavy on the 
railroads and credit was plenti- 
ful has the need for new ma- 
terial and equipment been more 
pronounced and the reasons for 
providing them more compelling. 
The railroads normally should 
send and do spend approxi- 
mately two billion dollars per 
year for supplies, equipment and 
services, and absorb directly and 
indirectly approximately one- 
fifth of all the coal, iron and 
steel and forest products con- 
sumed in the country. For five 
years their purchases have, with 
few exceptions, been insufficient 
to maintain the properties in ac- 
cordance with former standards, 
and have been restricted to the 
barest necessities, forcing many 
rads to use disproportionate 
amounts of worn material and 
0 resort to make-shifts, with 
the result that large expenditures 
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for materials must now be made 
to restore the service life of 
necessary equipment and facili- 
ties and otherwise to overcome 
their rundown condition. 

The most conservative esti- 
mates place the deficiency in 
purchases for maintenance 
alone, which has accrued during 
the last five years at $400,000,- 
000, which is the difference be- 
tween the expenditures made by 
the railroads for maintenance 
materials in that time and the 
expenditures the railroads would 
have made to move the same vol- 
ume of traffic had they spent 
proportionately as much during 
the period out of earnings as 
they did before the depression. 
It is well known, however, that 
considerable deterioration goes 
on as rapidly when traffic is light 
as when it is heavy. Rehabilita- 
tion work requires large quanti- 
ties of rail, ties and ballast and 
extensive renewals of equipment 
and structures, the need for 
which was forcibly demonstrated 
by the many applications for 
loans from the government for 
maintenance work alone. 

Beyond maintenance is the 
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urge for modernization, and the 
abandonments of unprofitable 
mileage is not the measure of 
that problem. It anticipates ex- 
tensive remodeling programs in- 
volving radical departures from 
traditional patterns and policies 
in design, arrangement and op- 
eration, and new adventures in 
transportation. The demands 
for lighter weight trains, for 
faster speeds for freight and 
passenger service, for air-condi- 
tioning, for the door-to-door 
delivery of freight, and for 
greater flexibility and economy 
of operation have forcibly as- 
serted themselves. The travel- 


ing and shipping public clamors 


for changes and it is no secret 
that thousands of freight cars and 
locomotives which have been 
standing on sidings and storage 
tracks during the depression 
will never be used again. 

The purchases made by the 
railroads for materials and sup- 
plies (exclusive of new equip- 


ment), after steadily increasing 
from $29,000,000 in May, 1933, 
to $62,000,000 in June, 1934, de- 
clined to $58,000,000 in July, to 
$57,000,000 in August, and to 
$49,500,000 in September. This 
recession has been disquieting 
and invites the attention of the 
public, and it is to be hoped that 
it will be only temporary. 

The fact is that rail transpor- 
tation faces a new era. It can 
continue operating along con- 
servative and traditional lines or 
it can take the path of progress 
and advancement. The history 
of the railroads and their in- 
portance to the social and eco- 
nomic order dictate the latter 
course and that is the course they 
have already begun to follow. 
It is a course of action that re 
quires vast expenditures through- 
out the entire range of purchas- 
ing and that promises to chal- 
lenge the resourcefulness of in- 
dustry and government as wel 
as the railroads. 














Prospective Expenditures on Rolling 
Stock and Shops 


Steadily Accumulating Unrestored Deterioration Will 
Receive Vigorous Action When Net Railway 
Operating Income Shows Sustained 
Improvement 


HE DEPRESSION has tre- 
L mendousy influenced the 

course of affairs with re- 
spect to railway motive power 
and rolling stock. Its most ob- 
vious effect has been the almost 
complete removal of the rail- 
roads from the market for new 
units of equipment and the rele- 
gation to idleness of nearly a 
third of the equipment owned, 
much of it in need of repairs. 
It has caused extensive shop 
reorganizations and an almost 
complete cessation of shop- 
equipment buying. It has forced 
areduction in total operating ex- 
penses and in maintenance-of- 
equipment expenses of one-half, 
comparing 1933 with 1928-29. 
What is even worse in its effect 
on the property, the reduction in 
the actual out-of-pocket expen- 
ditures on repairs of locomo- 
tives and cars has been nearly 
60 per cent, while the reduction 
in equipment use has been less 
than 40 per cent. 


But this is not all. While the 
normal progress of restoration 
of the equipment inventory has 





been suspended, the development 
of invention, which constitutes 
the major step in the advance- 
ment of the art, has gone on un- 
checked. Indeed, the advent of 
new materials of construction 
has greatly enlarged the scope 
for the useful play of the imag- 
ination and skill of the design- 
er. At the same time competitive 
highway services, which have 
come clearly into the picture 
during the depression, have re- 
moved old restrictions from the 
thinking of the patron, both with 
respect to the character and price 
of the service which he can de- 
mand. Both of these conditions 
have stimulated the progress of 
obsolescence during the depres- 
sion, while the property of the 
railways has been in a state 
bordering on suspended anima- 
tion, so far as effective develop- 
ment is concerned. 


Railway officers are conscious 
of these conditions. They only 
await the relief of the paralysis 
caused by lack of traffic and 
earnings, to act vigorously in the 
restoration of their motive power 
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and rolling stock, not only to 
high standards of repair, but 
also to the new standards of 
character which have been form- 
ing during the depression. 

When increased earnings per- 
mit an expansion of activity by 
the railways, they will have to 
deal immediately with a great 
accumulation of deferred re- 
pairs to motive power and roll- 
ing stock. This aggregates half 
a billion dollars —a volume of 
work about half again as large 
as was done during either 1932 
or 1933. In terms of materials, 
the complete restoration of the 
present accumulation of deferred 
repairs would require close to 
twice the amounts which were 
purchased for use in the shops 
during either of those years. 
This, it must be remembered, is 
in addition to whatever volume 
of labor and materials may be 
required to keep even with the 
requirements of current busi- 
ness. Not all of this work will 
be done, however. Many of 
the units of equipment which 
otherwise would require heavy 
repairs or rebuilding, have been, 
and more will be, retired, to be 
replaced with modern units 
when growth in traffic and earn- 
ings make it possible for the 
railways to consider major cap- 
ital expenditures. 

There are needs for many new 
locomotives and new freight and 


passenger cars all over the 
United States which have been 
dammed up for the past four 
years and which will be trans- 
lated into orders as fast as earn- 
ings supply the necessary credit, 
A general indication of the 
acuteness of the needs of the 
railways for expanded repair 
and rehabilitation programs, as 
well as for the purchase of new 
equipment, lies in the fact that 
14 railways have spent about | 
$30,000,000 of money borrowed 
from the PWA to make heavy 
repairs and modernize some of 
the accumulation of worn-out 
locomotives and rolling stock, and 
eight of these same roads used 
an additional $28,000,000 of 
PWA money for the purchase 
of new _ locomotives, freight 
cars and passenger equipment. 
Before the depression the 
railroads spent between seven 
and twelve million dollars annu- 
ally for machine tools and shop 
equipment to supply the needs 
of the many locomotive and car- 
repair shops throughout the 
country. Since 1929, due to the 
necessity of curtailing expend 
tures as a result of traffic de 
creases, there has been an a: 
most complete cessation of pur- 
chases of this type of equip 
ment. During the past two 
years mechanical officers have 
undoubtedly given more specific 








RAILWAY AGE 37 


thought to the relation of ma- 
chine tools and shop equipment 
to the maintenance-of-equipment 
problem than at any time in the 
last decade and the results of 
their investigations have con- 
yinced most of them that, when 
funds are available, substantial 
economies may be effected by 
the replacement of the shop 
equipment that is now obsolete. 

During the four years of the 
depression there has been a gen- 
etal suspension of the purchase 
of motive power, rolling stock 
and shop machinery. During 
this period new materials of con- 


struction, better designs and new 
conceptions of service have ac- 
celerated the growth of obso- 
lescence of the existing equip- 
ment. That the railways are 
alive to the importance of these 
developments and will take full 
advantage of them when earn- 
ings permit the serious consider- 
ation of major expenditures on 
capital account is evident from 
the attitude toward air-condi- 
tioning and the disposition to 
undertake trials of new forms of 
equipment, even during the years 
of the depression. 


Prospective Expenditures on Roadway 
and Structures 


Failure of Maintenance Program to Keep Pace with 
Rate of Deterioration and Curtailment of 
Improvement Projects Have Created 
Urgent Need for Rehabilitation 


STATISTICAL analysis of 
A maintenance of way 

operations during the 
years 1930-33, inclusive, pro- 
vided the basis for the statement 
in the Railway Age of October 
%, 1933, that it would require 
a expenditure of about $700,- 
(00,000 to restore the fixed prop- 
eties of the railroads to the 





high standard of physical condi- 
tion that prevailed in 1929. No 
facts have been developed since 
that time which point to the 
need for a revision of that fig- 
ure, except for such adjustment 
as might well be made to take 
into account further deficiencies 
accruing during the last year. 


However, retrenchment dur- 
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ing the depression has been con- 
fined by no means to a curtail- 
ment of the outlay for main- 
tenance, for it is disclosed also 
in the decline in the expendi- 
tures for additions and _ better- 
ments. The net capital charges 
for improvements to the fixed 
properties in the four years 
1930 to 1933, inclusive, were 
less by a billion dollars than the 
corresponding charges for the 
four years 1926 to 1929, while 
the charges to capital account in 
1933 represented only one-tenth 
of the annual averages for the 
five years 1925 to 1929, inclu- 
sive. 

Much has been said and writ- 
ten during the last year concern- 
ing the marked increase in the 
efficiency of maintenance of way 
practice during the depression 
period, some of these expositions 
going so far as to intimate that 
much that was done during the 
prosperous “twenties” was eco- 
nomically unwarranted, if not 
actually wasteful. That the 
maintenance of way forces of 
the railroads have been able to 
keep the properties in a safe and 
usable condition in spite of dras- 
tic cuts in both labor and ma- 
terial allotments is a record of 
outstanding accomplishment that 
no one will dispute. But instead 
of serving to depreciate the poli- 
cies and practices of the period 
ending with 1929, it provides a 


convincing demonstration of the 
high order of administrative 
skill with which the railways 
were managed during those pros- 
perous times. The maintenance 
record since 1929 has been pos- 
sible only because of the reserve 
strength that was built into the 
properties during the preceding 
era. Skill in the conduct of 
maintenance work during the 
last four years has been mani- 
fested primarily in the gradual 
withdrawal of that strength 
without exceeding the margin of 
safety and, in most cases, with- 
out resorting to methods that 
will make reparation unduly ex- 
pensive, compared with the cost 
of a more orderly program of 
upkeep. 

For a number of months, fol 
lowing the late fall of 1933, 
maintenance of way activities 
were affected favorably by the 
stimulus of the government’s 
PWA loans that were the means 
through which orders were 
placed for about half of the 
800,000 tons of rail purchased 
since that time, and which en- 
abled a number of roads to ex 
pand their maintenance budgets. 
However, owing to the curtail- 
ment of activities during the 
second half of the year, the to 
tal expenditure of Class I rail 
ways for 1934 will probably not 
exceed $370,000,000, or onl 
about $48,000,000 more than for 
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1933. As a consequence, the ex- 
penditures in 1934 were not 
sufficient to make good the wear 
and tear due to traffic or the loss 
of service life due to natural 
causes, and the accumulation of 
deferred maintenance has _in- 
creased rather than decreased 
during the past year. 

While it is evident that the re- 
habilitation of the fixed proper- 
ties will demand the purchase of 
materials as diversified as rails 
and paint, culvert pipe and pumps, 
switch stands and shingles—the 
list could be extended indefinite- 
ly—a corresponding need has 
been developed in the field of 
tools and appliances employed in 
the application and repair of ma- 
terials that go into the proper- 
ties. The fixed properties of the 
railways embrace a wide variety 
of engineering works assigned to 
equally diversified service. Every 
advance in the art of transporta- 
tion, every improvement in con- 
struction practice and every 
change in the channels of trade 
take their toll from the useful- 
ness, effectiveness and efficiency 
of some unit or units of this 
great railway plant, and unless 
these units are replaced by 


others, better devised to meet 
current needs, the plant will soon 
degenerate to a state of hopeless 
impotence. 

Obviously, railway manage- 
ments are keenly aware of this, 
and await portents of a recovery 
of traffic that will warrant the 
initiation of programs for better- 
ments as well as for the replace- 
ments so sorely needed to make 
good the deficiencies of the pro- 
tracted period of under-main- 
tenance. They stand ready to 
authorize greatly expanded ex- 
penditures for track and road- 
way materials of all kinds; for 
steel, timber, and concrete ma- 
terials for bridges, culverts and 
buildings ; for the various mate- 
rials and equipment required for 
the improvement of water sta- 
tions; for new coaling stations 
and cinder plants; for the many 
specialized accessory products 
that enter into their many classes 
of fixed properties; and, in ad- 
dition, they will resume their 
programs for the mechanization 
of roadway and structures work, 
which will entail not only the 
purchase of new machinery but 
also the extensive replacement of 
worn and obsolete units. 





Prospective Expenditures — Signaling 


Expenditures for New Facilities and for Taking Up 
Deferred Maintenance Will Aid Roads 
in Speeding Up Trains 


railways could spend at least 

$20,000,000 annually for the 
next several years for new sig- 
naling facilities, with resulting 
economy and improvement in 
train service. They should also 
spend $10,000,000 annually dur- 
ing the same period to make 
good the deferred maintenance, 
in order to insure the depend- 
ability of signaling performance 
that today’s exacting schedules 
require and tomorrow’s ' still 
faster schedules will make im- 
perative. 


I FUNDS were available, the 


Higher average train speeds 
between terminals can be effected 
in two ways: By running the 
trains faster and by reducing or 
eliminating delays. For both of 
these objectives, signaling has 
much to offer. The maximum 
attainable speed depends, of 
course, on the character of the 
locomotives and cars and the 
tracks over which they operate. 
However, the proportion of the 
time on road, during which it is 
practicable for a train to main- 
tain the maximum permissible 
speed, is dependent also on the 
operation of other trains in the 
vicinity at the time of its pass- 


40 


ing ; signaling plays an important 
part in co-ordinating and pro- 
tecting train operation under 
such circumstances. 


The best of efforts to get a 
freight train over the road are 
often defeated by yard delays, 
Here again signaling offers prac- 
tical assistance through power- 
operated switches and retarders 
for classification yards. With 
such facilities, maximum peak 
capacity can be attained at all 
hours, regardless of the weather, 
The more prompt classification 
of cars for departing road trains 
or for delivery to industries is 
the result. 


In addition, car retarders also 
reduce operating expenses. In 
one yard which handled 2,750 
cars daily, operating costs were 
reduced from 43 cents to 18 
cents per car, saving $200,000 
annually, a return of 40 per cent 
on the investment for the re 
tarder installation. With 35 
classification yards now equipped 
with retarders, adequate infor- 
mation is available to prove the 
desirability of providing such 
facilities in not only many of the 
larger hump yards, but also in 
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smaller yards now operated with 
flat switching. 

These newer developments, 
such as cab signaling, centralized 
control, automatic interlocking 
and car retarders, which were 
brought out during the “twen- 
ties,” and installed only where 
their need was most obvious, are 
now available in perfected form. 
The railroads need these facili- 
ties and know that in many in- 
stances increased track capacity 
and higher train speeds can be 
obtained more economically by 
installing such signaling facili- 
ties than by any other means. 
Hundreds of cases can be cited 
in which investigations have been 
made and plans drawn of pro- 


posed installations which are 
economically justified, even un- 
der present-day traffic conditions. 

However, during the last few 
years, railroad earnings have 
been so reduced by loss of traffic 
to unregulated competitors that 
they have not been sufficient to 
provide funds for these needed 
improvements, or to maintain the 
credit of the railroads so as to 
permit them to borrow the money 
required. These conditions must 
be corrected before the railways 
can provide the facilities essen- 
tial to the better and faster serv- 
ice required to meet the needs of 
the business world and _ the 
growth in population of the 
country. 


Other Expenditures in Prospect 


Wide Diversity of Normal Railway Purchases Makes 
Their Orders an Important Factor in 
National Recovery 


Y REASON of the nature 
B and magnitude of their 


activities the railways buy 
almost every conceivable com- 
modity and in amounts that will 
astonish those not familiar with 
the diversity of their purchases. 
For example, their average pur- 
chases of linen in the eight years 
to and including 1929 amounted 


to $2,000,000 per year, and they 
bought $1,000,000 worth of 
crockery annually. They spent 
$1,750,000 for gasoline in 1933, 
largely for section motor cars, 
while the figure for more normal 
years is much higher. Railway 
purchases range from pins to 
locomotives, and _ practically 
every product is used in some 
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phase or other of railway opera- 
tion. 

During 1929, the expenditures 
for materials and supplies com- 
ing under the heading of “mis- 
cellaneous purchases” amounted 
to $369,752,000. In the years of 
declining traffic that followed, 
these purchases, along with all 
other railroad purchases, showed 
a steady decline until 1933, when, 
again following the trend of 
traffic, they took an upward turn. 
Despite the improvement shown 
in 1933, the miscellaneous pur- 
chases for that year still showed 
a decline of $245,022,000, as 
compared with 1929. Even 
though this decline of nearly a 
quarter of a billion dollars were 
to be spread thinly over the 
many and varied industries which 
benefit from these purchases, it 
would still represent an extreme- 
ly sizable nest egg on which to 
begin national recovery. 


The railways, with their enor- 
mous clerical staffs, amounting, 
in normal times to about 300,000 
clerks, are among the largest po- 
tential customers for office equip- 


ment and machinery in the coun- 
try. Moreover, whatever the 
truth or lack thereof in the 
charges formerly directed against 
the accounting and statistical de- 
partments of the railways to the 
effect that they were behind the 
times in the use of office ma- 
chinery, this situation does not 


exist today for railway account- 
ing and statistical officers are not 
only sold on the idea of the in- 
creased efficiency and savings to 
be effected by mechanization of 
their offices, but they are also 
thoroughly familiar with the use 
and value of the machines at 
present on the market. 


The railways must necessarily 
maintain elaborate accounting 
and statistical departments, in 
view of the complexity of their 
operations and the comprehen- 
sive reports required by the In- 
terstate Commerce Commission. 
In the years immediately prior 
to 1929, these accounting depart- 
ments were being rapidly mech- 
anized. Moreover, the demand 
for accurate, timely and complete 
figures and reports covering all 
phases of operation was increas- 
ing. In all, the railways repre- 
sent one of the greatest, if not 
the greatest, actual and potential 
markets for accounting machir- 
ery. The results obtained from 
such equipment are now more 
clearly in evidence than ever be- 
fore. 


Because of the lack of funds, 
the railways do not offer the 
present market for office equip- 
ment and office machinery which 
their needs for such devices 
would indicate. Potentially, hovw- 
ever, the situation is quite differ- 
ent. In view of the railways 
present attitude toward the de 
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sirability of modernizing and 
mechanizing their accounting, 
statistical and other intrinsically 
clerical departments, there can 
be no doubt but that, as soon as 
railway purchasing power is re- 
stored, these purchases will be 
resumed on a large scale. 

Just how large a scale is difficult 
to determine, since exact statis- 
tics aS to the number of such 
machines on all of the railroads 
are not available, but the figures 
for one large western railroad 
will give an idea of the market 
possibilities. In addition to 2,064 
typewriters, this railroad owns 
2,157 adding and listing ma- 
chines, bookkeeping and account- 
ing machines, calculators, com- 


mercial numbering machines, 
ediphones, dictaphones, mimeo- 
graphs, addressographs, pay 
check writers, money changing 
devices, etc., with a total invest- 
ment of more than half a million 
dollars. The annual repair bill 
alone for these machines runs to 
approximately $30,000. 

The priming of the pump by 
the railways to the amount of 
some $250,000,000 additional 
miscellaneous purchases per year, 
largely from the durable goods 
industry, merely awaits a return 
to the railways of some of the 
traffic of which they are logical 
carriers and traffic which would 
return to them under any sort of 
fair competitive conditions. 


What Wage for Transport Labor? 


Railways Are Losing Traffic and Railway Employees 
Their Jobs Because of the Low Wages Paid by 
Competing Transportation Agencies—Wages 
Must Be Placed on Parity, but 
at What Level? 


HEN THERE are two 
W standards of money, 

one cheap and one 
dear, but either of which is 
equally legal in payment of debts, 
the public soon learns that it will 
be ahead by paying its debts in 
the cheaper money. The dearer 


disappears from general circula- 
tion. This phenomenon occurs 
unfailingly whenever two un- 
equal standards of money are 
legalized and is known in eco- 
nomics as Gresham’s Law. 
There is also what may be 
called a Gresham’s law of labor. 
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If the prevailing wage of domes- 
tic servants in a given commun- 
ity is, say, $10 weekly, and if 
there is an influx into that com- 
munity of Orientals seeking em- 
ployment and whose standard 
of living is satisfied by $5 a 
week, one of two things happens 
—either the Orientals get virtu- 
ally all the jobs, or else the gen- 
eral level of all domestic wages 
declines to the $5 level. That is 


to say, just as cheap money 
drives out the dear under Gres- 
ham’s law, so does cheap labor 
drive out dear labor, unless the 
dear labor will come down in 
price. 

This law is in operation in the 


transportation industry. The 
high-priced labor, represented by 
railway employees, has not come 
down in price, but is instead los- 
ing its employment to labor on 
the highways and waterways 
which is willing to work longer 
hours for a mere fraction of the 
wages paid to railway employees. 
If railway managements had 
been willing to take advantage of 
the glutted labor market and had 
reduced railway wages, as their 
competitors have in many in- 
stances, to a level of bare sub- 
sistence, then one of the princi- 
pal handicaps the railways en- 
counter in meeting competition 
would not exist. 

Instead the managements have 
recognized the desirability from 


a social and ethical standpoint 
of endeavoring to protect their 
employees in so far as possible in 
the high standard of living they 
have attained. The maintenance 
of these wage levels on the rail- 
roads has, however, necessitated 
the maintenance of higher levels 
of rates and greater curtailment 
of service than would otherwise 
have been necessary. Such rates 
and curtailment of service have 
caused the diversion of traffic to 
the highways and — waterways 
which otherwise might have con- 
tinued to move by rail. If this 
traffic had been held on the rail- 
ways, owners of railway securi- 
ties would be better off than they 
are now. Likewise, with more 
traffic and less curtailment of 
services, fewer employees would 
have been furloughed. 

The policy of maintaining 
high wage standards for relative- 
ly few employees, therefore, has 
been followed largely at the ex- 
pense of railway security owners 
and of those employees whose 
services have been dispensed 
with. Whatever may be the so- 
cial desirability of maintaining a 
high living standard for a fav- 
ored group of employees, it is 
plainly evident that the policy 
has social disadvantages as well. 
It cannot continue indefinitely. 
Railway employees must face the 
certainty that, unless the wages 
and working conditions of com 
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parable labor in highway and 
waterway transportation are 
raised, then those of railway em- 
ployees must come down to the 
competitors’ level. 

In their sympathetic consider- 
ation of the claims of railway 
employees to generous wages, the 
managements cannot ignore en- 
tirely the just rights of investors 
in railway securities. Rights to 
income from the ownership of 
property are just as “human” as 
the rights of a worker to wages. 
If any man doubts this let him 
ask himself whether he would 
not consider himself just as 


much robbed if his savings bank 
refused to pay him his deposits 


as he would if his employer re- 
fused him his pay check. The 
savings, no less than the pay 
check, represent the fruits of the 
man’s labor. 

The money of insurance pol- 
iyholders, of savings bank de- 
positors, of hospitals, colleges 
and charitable institutions is in- 
vested in railway securities. The 
rights of millions of people to 
the protection of their invest- 
ments are in the guardianship of 
railway managements. They are 
tights no less fundamental and 
no less “human” than those of 
railway employees to fair wages 
and working conditions. The 
time is soon coming when some 
of the sacrifices made necessary 
by prevailing conditions will 


have to be shared by this latter 
group, if the rights of the former 
are not to be ignored altogether 
—unless employment conditions 
in the whole transportation in- 
dustry are quickly brought up to 
the railroad level wherever com- 
petition exists. 

Some people are unsympathe- 
tic with the policy of the rail- 
ways in maintaining wages and 
working conditions, believing 
that both wages and rates should 
come down. Railway employees 
and social-minded persons in all 
walks of life who desire to pre- 
vent the break-down of the high 
standards of labor built up over 
long years in the railroad branch 
of the transportation business 
should take cognizance of this 
viewpoint wherever it exists. If 
a large body of the American 
people are not favorable to a 
high standard of living for per- 
sons engaged in transportation 
and will not take the necessary 
steps to enable that standard to 
be maintained, then railway man- 
agements alone and unaided can 
do nothing effective toward pro- 
tecting it. 

The present standard of wages 
and working conditions on the 
railroads cannot be maintained 
without a struggle. Those who 
are interested in maintaining it— 
whether they be the railway em- 
ployees themselves or persons 
whose views on social problems 
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support high standards for Am- 
erican workers—should see clear- 
ly whom and what it is they have 
to fight against, and should do 
their fighting now. If conditions 
get to the point where railway 
managements have no alternative 
left but to press for railway 
wage reductions—then the battle 
will not be won by anathematiz- 
ing railway managements. They 


are not the individuals, nor do 
they represent the forces, which 
are at work to break down labor 
standards. Their reluctance to 


take this step, manifested over 
these long years of depression, 
shows where they stand. But 
the loss of railway traffic by rea- 
son of low wages in water and 
motor transport has got to stop, 


Injustice to Railway Employees 


Unfair for Government to Deprive Them of Jobs by 
Costly Favors to Railways’ Competitors 
By George L. Phillips 
Chairman, National Advisory Council, Railroad Employees and 
Taxpayers Associations 


AILROAD employees appre- 
R ciate the standard of liv- 

ing they have attained be- 
cause they had to fight hard for 
every feature of it. The eight- 
hour day, the safety appliance 
standards, the sixteen-hour limit, 
time and one-half for overtime— 
all these and many more accom- 
plishments for the protection of 
railroad employees were fought 
for and won by our labor or- 
ganizations. Railroad employees 
—at least those in the organized 
trades—owe a debt of gratitude 
to their respective brotherhoods 


that they cannot and should not 
forget. 

But now, what has happened? 
All that our organizations have 
won for us in two generations is 
being taken from many of us— 
not by railroad managements, but 
by the subsidized and unregu- 
lated competition of under-paid 
and overworked labor on the 
highways and waterways. Our 
union rules and our wage rates 
stand, and provide protection 
for the men who still have jobs 
They do not help the thousands 
of employees who have been ct 
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off because the traffic which 
ysed to give them work on the 
railroads is now being hauled 
over tax-built highways and in- 
land waterways by unorganized 
employees who are working for 
next to nothing. 

Railroad employees cannot be 
secure in jobs with decent work- 
ing conditions nowadays merely 
because railway managements 
concede them. Instead, jobs with 
such standards have been lost by 
the thousands by the activities 
of the selfish interests which 


cowd the highways the public’s 
money has built with unregu- 
lated truck and bus lines, which 
pay little for the privilege, and 


which are operated by men who 
are not adequately protected as 
to safety rules and in their right 
to organize and demand decent 
wages and working conditions 
for themselves. 

These are the influences which 
ae working against the welfare 
of railroad employees today, and 
the railroad employees know it. 
The man who says he favors 
good wages and working condi- 
-Biions for railroad employees with 
idffone breath, and with the next 
votes additional subsidies to their 
highway and waterway competi- 
tors, is an Indian giver. He 
lakes away his present as quickly 
ashe gives it. Good wages and 
working conditions are fine on 
paper, but they are not worth 





much unless there are some men 
working under those favorable 
conditions. We want the condi- 
tions our organization have won 
for us, but we also want the state 
and federal governments to reg- 
ulate the truck and water lines 
and quit giving them the tax- 
payers’ money, else our schedules 
will continue to protect only a 
few men. 

We are not asking any favors 
or special privileges. The wages 
and working conditions in rail- 
road service have, practically all 
of them, been passed upon at one 
time or other by some federal 
tribunal as just and fair. If they 
are just and fair, then why take 
them away from us indirectly, by 
subsidizing and otherwise favor- 
ing competing forms of trans- 
portation? The government hav- 
ing decided that the eight-hour 
day, the sixteen-hour law and 
other laws and agreements affect- 
ing railway labor are just, should 
it not exert itself to the utmost 
to make these regulations effec- 
tive, not only by enforcing them 
upon railway managements but 
by plugging up the leaks of 
“bootleg” transportation? 

Specifically, to protect the rail- 
road employees in the socially 
desirable standard of living 
which their brotherhoods have 
won for them, it is essential that 
the state and federal govern- 
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ments enact the following legis- 
lation : 

Complete regulation as_ to 
rates, service and operating prac- 
tices of all carriers for hire by 
highway and waterway ; 

Rigid safety appliance stand- 
ards for all transportation agen- 
cies such as are in effect govern- 
ing the railroads ; 

Protection of the right of 
highway and waterway trans- 
portation workers to organize 
and fight for better conditions, 
eliminating long hours of labor, 
sleeping on vehicles and other in- 
human practices ; 

Exaction of fees for the use 
of the highways and waterways 
by commercial users which will 
amply cover not only the main- 
tenance and investment costs of 
these facilities but also the 
equivalent of the taxes which 
such properties would bring if 
they were in private hands; 

Prohibition from the highways 
of vehicles of uneconomic size, 
that is, vehicles of such size that 
the additional highway costs 
which they entail cannot be re- 
covered in fees exacted from 
their operators ; 

Repeal of the long-and-short 
haul clause in the Interstate Com- 
merce Act which prohibits the 
railroads from making competi- 
tive rates where competition 


exists unless they will make simj- 
lar rates where it does not exist. 

If legislators will enact such 
measures, not as a special favor 
to anyone, but simply because 
they are just and in the public 
interest, railway employees will 
be secure in the standard of liy- 
ing they have won for them- 
selves. Unless such legislation 
is enacted, then these standards 
will continue to protect only the 
comparatively few employees 
now working, whereas _ they 
should cover hundreds of thou- 
sands more. Legislation to 
equalize competitive conditions 
in transportation really is social 
legislation of the most effective 
type—in that it will provide de 
cently remunerative jobs for 
many men not now working. 

With hundreds of thousands 
of railroad men idle, it is just as 
important to get more men to 
work under present conditions as 
it is to improve conditions. In- 
telligent railroad men in purst- 
ing one objective are not going 
to lose sight of the other. We 
are asking for bread, and we 
shall not be satisfied with a stone, 
which is all that lip service to 
decent working standards on the 
railroads can mean unless it is 
coupled with the equalization o 
competitive conditions in trans 
portation. 








W hat of the Grade Crossings? 


How a National Responsibility Can Be Made to Serve 
as a Means of Unemployment Relief 


lem of unemployment by 

a gigantic program of pub- 
ic works have led to the initia- 
ion of some projects of doubt- 
ful economic or social value. 
But no such question can be 
rised concerning the use of fed- 


Bien to solve the prob- 


eal funds for the elimination or ° 


protection of grade crossings of 
rilways and highways. In fact, 
it is to be questioned whether 
any other improvements that 
have been deemed worthy of fed- 
eal grants have so much to com- 
mend them, both as measures for 
widespread unemployment relief 
aid as a source of permanent 
benefit to the greatest number of 
people. 

The public demand for im- 
proved safety and reduced de- 
hys to highway traffic at these 
crossings iS sO incessant that 
there can be no question as to the 
eentual expenditure of vast 
‘sums for the elimination of many 
crossings and the better protec- 
tion of a great many others. 


it "Therefore, any projects under- 


taken now primarily as a means 
‘Bot providing more employment, 
wil represent just so many 
projects taken from the schedule 
of work that will be done event- 





ually. Because of these facts 
there is every reason why the 
elimination and protection of 
railway-highway grade crossings 
should have an important place 
in the extension of the public 
works program. 

According to the latest infor- 
mation available, about 30,800 of 
the 237,000 crossings are pro- 
tected by other than fixed signs. 
Of these protected crossings 
about 4,700 are protected by 
gates (of which 2,800 are in 
full-time operation), 1,200 by 
watchmen full time, 5,000 by 
watchmen part time, 10,000 are 
protected by automatically con- 
trolled audible and visible signals, 
3,600 by audible signals only, and 
6,300 by visible signals only. It 
would appear, therefore, that 
there is a large field for the im- 
provement of protection at grade 
crossings. 

From 1920 to 1931, inclusive, 
the capital charges of the Class I 
railways on account of grade 
separation work amounted to 
$233,165,615, and it is estimated 
that an equal amount was ex- 
pended by public authorities. The 
cost of individual separations 
varies from less than $10,000 
(where the topography is es- 
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pecially favorable) to more than 
$100,000, with a general average 
figure of $30,000 to $40,000. 
What the total bill would be for 
a complete elimination of high- 
way-railway grade crossings is 
anybody’s guess, but any figure, 
however arrived at, would pos- 
sess only an academic value, be- 
cause it would not be necesary 
to eliminate anywhere near all 
the crossings to remove most of 
the hazard. One railway execu- 
tive has found that the elimina- 
tion of five per cent of the grade 
crossings on his line would re- 
move 50 per cent of the hazard. 
At an estimated average cost of 
$40,000 this would involve an 
expenditure of less than 500 mil- 
lion dollars for the entire coun- 
try. 

Projects for the elimination or 
protection of grade crossings 
have much to commend them as 
instrumentalities for unemploy- 
ment relief. Foremost among the 
advantages is their wide geo- 
graphical distribution, which, by 
the way, is more nearly in pro- 
portion to the density of popula- 
tion, and therefore the intensity 
of unemployment, than almost 
any other type of public works. 
They offer employment for both 
skilled and unskilled workmen. 
They afford opportunities for the 
exercise of a choice in the selec- 
tion of the materials to be used, 
and the purchase of these ma- 


terials introduces a still further 
distribution of employment. [py 
addition, the need for machinery 
will stimulate various branches 
of the capital goods industry, 

This is the position taken by 
Harold L. Ickes, public works 
administrator, in a statement re- 
leased on November 15, direct. 
ing attention to the need of work 
that can be completed in three or 
four months after authorization, 
He referred particularly to crade 
crossing elimination as one kind 
of work in a class that “can be 
widely distributed over the coun- 
try, can be undertaken even in 
the northern winter period, and 
can employ a large proportion of 
comparatively unskilled labor in 
field work. Such work would 
have a very definite social 
value.” 

In contrast with the CWA 
work or any plan of a like char- 
acter, the use of federal funds 
for a reduction in the hazard at 
grade crossings would be con- 
ducted under administrative ma- 
chinery that is already in exist- 
ence, on projects that 
already been studied and in 
accordance with plans already in 
the preliminary stage. But more 
than this, any money that is 
spent for grade separation of 
protection now will be spent in 
the advancement of a program 
that will be carried out even- 
tually in response to the insistent 
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demands of the users of the 
highways. ' 

Objection has been raised to 
the outright appropriation of 
federal funds to cover the entire 
cst of such work on the ground 
that the improvement would re- 
silt in some benefit to the rail- 
roads, which occupy the not 
altogether enviable status of pri- 
vate undertakings conducted for 
profit. But in view of the fact 
that the primary result of such 
improvements is a freer flow of 
the traffic of transportation 
agencies that are competing ac- 
tively with the railways, the ben- 
dits accruing to the rail car- 
tiers are of an exceedingly ev- 


anescent character. It must be 
remembered, also, that until now, 
at least, such improvements have 
been deemed additions to the 
physical properties of the rail- 
ways for which they are penal- 
ized by increased valuations for 
the assessment of taxes. How- 
ever, in view of the record of 
federal appropriations made 
under the guise of improvements 
in interstate commerce which 
have resulted in the taxation of 
many for the benefit of a few, 
there appears no good reason for 
strictures on the score of pos- 
sible benefits to the railways in 
this case. 


Railways Organize for Self-Help 


Association of American Railroads Provides for 
Effective Centralization of Authority 


ESPONDING to new condi- 
tions confronting the rail- 


way industry as a result 
of the business depression and 
the growth of unregulated com- 
Ktition by other agencies of 
transportation, the railways have 
recently taken one of the most 
mportant and significant steps 
in their history by organizing 


themselves into a new association 
and delegating to it almost plen- 
ary power to act for the roads 
as a whole. 

The new organization, the As- 
sociation of American Railroads, 
was formed by a consolidation 
of the American Railway As- 
sociation, the Association of 
Railway Executives, and other 
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organizations which had been in 
existence for many years but 
whose authority was limited. 

This aggressive and deter- 
mined effort to deal with com- 
mon problems has been de- 
scribed as the most important 
move made by a great American 
industry for self-regulation, self- 
protection, and self-advancement. 
For one thing, it is expected to 
eliminate some of the manifes- 
tations of the “rugged indivi- 
dualism” which has sometimes 
prevented the railways from co- 
operating as effectively: as they 
might in measures calculated to 
promote the welfare of the in- 
dustry as a whole. By providing 
for a more effective centraliza- 
tion of authority over many mat- 
ters of common interest than has 
ever before existed in the rail- 
road business, it is believed that 
the railroads have paved the way 
for a greater degree of co-opera- 
tion in the direction of the poli- 
cies that are being advocated by 
Co-ordinator Eastman in ac- 
cordance with the policy indi- 
cated by the Emergency Trans- 
portation Act of 1933, for the 
purpose of reducing the need- 
lessly expensive duplications of 
facilities and service that have 
resulted from the competitive 
policies which have been so long 
encouraged and even required by 
earlier regulatory laws. 


The adoption of the plan for 


creating a more effective organ. 
ization to represent the railroads 
was undoubtedly hastened by the 
position taken by Co-ordinator 
Eastman in his report to the 
President and Congress last Jan. 
uary in which he said: “The 
general situation is one in which 
the numerous separate owners 
and managers of individual parts 
of the single railroad system 
are in need of a ‘more perfect 
union,’ just as the states were 
prior to the Constitution.” How. 
ever, in addition to the purpose 
of the association to provide ma- 
chinery by which the railroads 
may be enabled to co-oper- 
ate more effectively as a na- 
tional transportation instrumen- 
tality, its aims also include the 
creation of an organization to 
represent the railroads more 
effectively in their public rela- 
tions, such as in seeking federal 
and state legislation to equalize 
terms of competition in trans 
portation, as well as in opposing 
proposed inimical legislation. 
In other words, to carry Mr. 
Eastman’s analogy a step fur 
ther, while the railroads have 
agreed with him that they needed 
to “form a more perfect union,’ 
they also had in mind other ob- 
jectives also stated in the pre 
amble of the Constitution, and 
desired as well to “establish jus- 
tice, insure domestic tranquility, 
provide for the common defense, 
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romote the general welfare, and 
secure the blessings of liberty” to 
themselves and their posterity. 

This action of the railroads is 
so significant as indicating 
their recognition of the fact 
that they are confronted with an 
emergency comparable in mag- 
nitude and difficulty with that 
which led to the formation of 
the Railroads’ War Board in 
1917. 

The railroad executives who 
have formulated the plan have 
sated that they regard it as a 
“oncerted effort to protect and 
advance the railroad industry 
under private ownership and 


management, to enable them bet- 


ter to handle their own affairs 
on a permanent basis, as well as 
to co-operate more effectively 
with the government in construc- 
tively working out a program in 
the interest of the owners of the 
railroad properties, their em- 
ployees, and the public.” 

“The railroads recognize,” 
they announced, “the need for a 
forceful independent organiza- 
tion to act in the capacity of a 
general staff for the railroads as 
a whole, merging under one au- 
thoritative direction the activi- 
ties of the present railroad as- 
sociations and organizations. The 
new organization will take the 
initiative in attacking the prob- 
lems which confront the indus- 
try, retaining the beneficial ac- 


tivities of existing regional 
groups and instituting energetic 
study and action on all subjects 
related to American railroad 
progress. 

“It is the purpose of this 
movement to include every phase 
of railroad transportation and to 
employ every constructive ap- 
proach, not merely in the 
solution of difficulties, but in 
hastening .and directing the im- 
provement and development of 
the industry. 

“The present situation of the 
railroads, as well as their fu- 
ture part in the economic growth 
of the country, calls for constant, 
inspiring leadership and direc- 
tion which can be attained only 
through initiative and co-opera- 
tion within the industry. The 
Association of American Rail- 
roads is being established to 
achieve this co-ordination in 
such a way as will best promote 
the best interests of each road 
by advancing the common wel- 
fare of all.” 

The announcement that the 
railroad executives of the coun- 
try had agreed upon one national 
railroad authority to deal effec- 
tively with all matters of na- 
tional interest was greeted by 
Co-ordinator Eastman in a pub- 
lic statement that it was “grati- 
fying” and “a step in the right 
direction which offers promise of 
substantial benefit to the rail- 
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roads and also to the country.” 
President Roosevelt, who, like 
Mr. Eastman, had been con- 
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sulted in advance about the pla 
also indicated his approval, 


Relationship of Short Line Ratlroads 
to National Transport 


Must Be Continued in Operation in Public Interest and in Interests 
of Trunk Lines with Which They Are So Closely Bound 
in Their Economic Necessities 
By W. L. White 
President, American Short Line Railroad Association 


HAVE often been asked to de- 
fine a short line railroad, and 
the most apt description that 
I have ever heard is a road that 
is short in both mileage and 
revenues. Generally speaking, 
however, a short line is a road 
having gross annual revenues of 
less than one million dollars. 
This description is not very defi- 
nite, but it is the best broad 
classification we have. There 
are approximately 570 of such 
roads, representing, in round 
figures, 15,000 miles of track, 
located in 46 states of the Union, 
serving 12,000 communities and 
industries, and furnishing trans- 
portation to a large territory, 
much of which is in the process 
of development. 

There is no railroad today, 
large or small, which is com- 


I 


pletely self-sustaining. That is, 
such road originates and delivei, 
on its own rails sufficient traffic 
to afford it a living. The trunk 
lines and the short lines are so 
closely bound together in their 
economic necessities that the los 
of traffic which the short lin 
produce would have a very sei 
ous effect upon the volume c 
traffic and the financial opere 
tion of the trunk lines. It be 
comes necessary, therefore, in 
the interest of the trunk lines, 
that these short lines be contin- 
ued in operation. 

It is true, of course, that it is 
greatly in the public interest 
that those short lines which are 
a public convenience and neces- 
sity should be continued in op- 
eration. The loss of rail service 
to patrons served by the short 
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vie railroads is just as serious to 

am as the loss of rail service 
9 the patrons of the larger car- 
riers. Long experience has dem- 
onstrated that the abandonment 
of a short line railroad, or a 
branch line, results in serious 
economic losses to the people in 
the territory served. 

When Congress was consider- 
ing various bills, during the pro- 
cess of enactment of the Transpor- 
tation Act of 1920, it recognized 
that the problem of the short 

1e railroads was of paramount 

iportance. In order to enable 

» short line railroads to con- 

ue in, and function as a part 
6t the national transportation 
system, special provisions de- 
signed to solve their problems 
were inserted in the Transporta- 
ion Act of 1920. The funda- 
‘ental thought back of all 

‘-se provisions was the preser- 
ation of the short line railroads 
$a part of our national trans- 
ortation system. 

Unfortunately, however, for 
yne reason or another, these pro- 
visions failed to accomplish the 
purposes sought by Congress, 
and many of the short line rail- 
toads have been forced to aban- 
don operations. From the enact- 
ment of the Transportation Act, 
in 1920, to December 31, 1933, 
184 short line railroads were en- 
tirely abandoned, while 137 of 
them abandoned a portion of 
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their line. There was a total 
short line mileage of 5,835 miles 
abandoned in that period of 
time. According to the best avail- 
able figures, there were 805 short 
line railroads in the United 
States in 1929. The number has 
now been reduced to about 570. 
Many of these roads whose 
transportation service was vital 
to the people in the territory 
served by them had to be aban- 
doned because of general eco- 
nomic conditions and inadequate 
regulation of their competitors. 

The short lines have had 
comparatively little success in 
borrowing money from the Re- 
construction Finance Corpora- 
tion or the Public Works 
Administration, due to their in- 
ability to deposit the required 
collateral as security for these 
loans. The fact that so large a 
percentage of them have been 
able to operate during the past 
few years under these very try- 
ing conditions, following the 
failure of the plan adopted by 
Congress for their continuation 
and preservation, is convincing 
evidence of the fact that they are 
serving a real public need and 
constitute a vital part of our na- 
tional transportation system. 

In their financial distress, they 
have a great deal of company. 
About 70 per cent of all the 
railway mileage of the country 
is being operated at a deficit. 
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The railroads sell nothing 
- but transportation service. They 
cannot move traffic if it is not 
there to move. Consequently, 
they cannot be prosperous un- 
less the country is prosperous. 
But, while a substantial improve- 
ment in general economic condi- 
tions will early reflect itself in 
railroad earnings, the troubles of 
the railroads will by no means 
end with the depression. During 
the past decade we have wit- 
nessed the remarkable develop- 
ment of other forms of trans- 
portation. The short lines have 
suffered greater proportionate 
losses than have the larger roads, 
chiefly because the shortness of 


their haul makes it impossible 
for them to recoup on long haul 
traffic the revenue lost by the 


diversion of their short haul 
traffic. 
The short line railroads, as 
well as the trunk lines, are ask- 
ing that all competitive trans- 
portation agencies should be so 
regulated, by the same tribunal 
as to accord equality of oppor- 
tunity for service. They do not 
seek public regulation for the 
purpose of stifling any of their 
transportation competitors. They 
do want them all regulated and 
co-ordinated in order that a real 


national transportation system 


may be developed. This will pe 
in the best interests of all con. 
cerned. 

Congress and the several state 
legislatures should take immed}- 
ate steps to place all commercia| 
transportation on the highways 
under the same measure of regu. 
lation that applies to railroads 
as far as the nature of the bus. 
iness justifies such action. This 
applies to rates, certificates of 
convenience, hours of service, 
accounting, report, taxation, and 
the like. It may be safely as. 
serted that the necessity for such 
regulation is recognized by the 
great body of informed public 
opinion in the United States. 

Congress should take immedi- 
ate action to regulate the rates, 
service, and practices of carriers 
by water whether intracoastal, 
intercoastal, on the Great Lakes 
or on inland natural and artif- 
cial waterways. Such regulation, 
in so far as the nature of the 
business will permit, should be 
similar to that applied to rail- 
roads. This policy is recom- 
mended by the Federal Co-or- 
dinator, by the Interstate Com- 
merce Commission, and _ very 
generally by those who favor 
regulation of highway transpor- 
tation. 








